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undering across open 
ntry, heavy army trucks 
d armored cars stop for 
thing. They crash 
ough underbrush, speed 
er highways, hurdle 
ches if necessary .... 
ck! A front tire takes a 
ificimpact as thecar hits 
b-high bump.There’s a 
ech as the driver yanks 
wheel around a sharp 
e. And the tires are 
ed, dragged, tortured. 
veling over fields or 
hways, there’s always 
bruising, battering 
hishment of heavy loads 
tire sidewalls. Every 
is wat for tires! 






oodrich™..-Silvertowns 


FOR TRUCKS AND BUSES 


ECIFY THESE 
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ARLIKE MANEUVERS OF fame 
RMY TRUCKS PROVE VALUE 
F NEW TIRE INVENTION 


You'll find GoodrichTriple 
Protected Silvertowns on 
these big land battleships. 
You'll find the same tires 
on hundreds of the world’s 
toughest trucking jobs. 
Because Silvertowns are 
Triple Protected. 


Protects Against Blow-Outs 
Every Goodrich TruckTire 
has a new invention built 
into the sidewall—a 3-way 
check against blow-outs 
and breaks.This protection 
actually checks 80% of pre- 
mature failures! No wonder 
operators everywhere 
choose Silvertowns for 
their toughest hauls—save 
money on any kind of haul. 


NEW SILVERTOWN TIRES 





pe ws 
Whether you ca one ton 
or twenty to a load, you can 
cut down on failures and de- 
lays, jump your mileage with 


PLYFLEX~—distributes stresses 
throughout the tire—prevents 
ply separation—checks local 


weakness. 


PLY-LOCK —prorects the tire 
from breaks caused by short 








’ + 


< e ® 
EERE Ite a 


— 
bo 

ne 

een ee 
tse 

ee 

fale . 


EE 








Triple Protected Silvercowns. 
Don't spend another penny 
for tires until you see the 
local Goodrich deal 


ROTECTION 
plies tearing loose above the bead. 


100% FULL-FLOATING 

CORD-—eliminates cross cords 
from all plies—reduces heat in the 
ure 12% 


© 1996, The B F Goodrich Co Akron Ohio 
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American Line Construction Bodies 
with Cab Compartment for Seven Men 


(For greater protection and increase in workmen’s efficiency) 





@ Showing a new type of line construction body with cab compartment, 


which will accommodate seven men, three in the front seat and four in the 
rear. The body and seven-man cab built in our factory is an American 
achievement, which will find ready acceptance among Utility operators. 
The advantages offered by this 

new type of body and cab are 

that it provides more loading 

space, and is efficient and com- 

pact, protecting employees from 

all weather conditions. 


We invite your inquiries and 
will send you our complete 
catalog upon request. 


THE AMERICAN COACH & BODY COMPANY 
3809-15 Clark Avenue, CLEVELAND, OHIO 
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| Nn these days when the politicians are super- 
sensitive to the possibilities of “more 
abundant life” (for the voters) that may re- 
sult from a wider and more liberal use of 
cheap electricity, it is well now and then to 
consider the hard-boiled elementary fact that 
somewhere there is a limit to the degree of 
electric rate reductions that may be economi- 
cally justified, regardless of the consequent 
amount of increase of per customer consump- 
tion. 


THE contention that lower rates result in 
higher consumption and earnings ad infinitum 
recalls the story of the little clothier who 
proclaimed sorrowfully to his customers that 
he was losing money on each suit of clothes 
that he sold at a special sale price. 


“How do you manage to make a living at 
that rate?” asked one incredulous patron. 


“WELL, you see, at such a price I sell so 
many that it makes up the loss,” explained 
the resourceful merchant. 


EguaLtty illogical, but nevertheless wide- 
ly accepted, is the proposition that lowering 
electric rates is invariably like casting bread 
on the waters if the utility operators only 
had the wit to undertake more liberal rate 
policies. Edison Electric Institute’s new 
president, C. B. Kellogg, effectively exploded 
this solecism at a recent hearing of the 


SAMUEL FERGUSON 


“What the public wants is the ability to 
use (service) liberally at prices 
that they can afford to pay.” 


(Sree Pace 63) 


Senate subcommittee on agriculture and for- 
estry. He said: 


Mr. Kettocc: I did want to say one thing 
on this general subject of rate reduction, be- 
cause I believe the public in general, seeing 
that the effect of rate reductions increases 
consumption, and earnings continue in pretty 
satisfactory shape, are led to the conclusion 
that the more you reduce the rates, the more 
money you earn. I am sorry that obviously, 
there must be a limit to that process, because 
if it were carried to the extreme limit the 
maximum earnings would be realized when 
you charge nothing. 


SENATOR Norris: 
money at all. 


You wouldn’t have any 


Mr. Kettocc: Yes. So that I just wanted 
to raise a finger, so to speak, sort of a danger 
signal, on this process which we are still 
working on just as hard as we can to get 
rates down; and the reason we do it, Sena- 
tor, is because we believe the lower we get 
rates, the more stable our business is. 


SENATOR Norris: I agree with that. 


N this issue (beginning on page 63) we 

have an effective and detailed explanation 
of just why there is a limit to the amount 
of consumption increase that can be brought 
about by the lowering of electric rates. This 
article is written by an outstanding figure of 
the electric industry—an experienced operator 
who is well qualified to discuss electric rate 
structures. The author is SAMUEL FERcusoN, 
chairman of the board of The Hartford Elec- 
tric Light Company. 


Fottow1nc his education at Trinity College 
(B. S. and-M. A.) and at Columbia Univers- 
ity (E. E. and M. A.), Mr. FEercuson en- 
tered the engineering service of the General 
Electric Company as a laboratory research 
engineer in 1899 and remained there until 
1912, when he assumed the vice presidency 
of The Hartford Electric Light Company, of 
which he is chairman of the board at the 
present time. 

ca 


iy you order the butcher to cut a leg from 
a dead lamb, you would naturally expect 
to pay only for the meat actually ordered. 
But if by accident you should sever the leg 
from a living lamb, it would be a generous 
farmer indeed who did not demand compen- 
sation for the entire lamb. 


WHEN a municipality severs a “leg” so to 
speak, from an integrated public utility system 
by condemning local properties to be acquir 
for a municipal utility plant, the question that 
arises is a somewhat similar problem. Sh 
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ntel [ddressograph has more uses than most other 
na (pice appliances. It is a multi-purpose device 
get fat serves every department. Users are con- 
on antly finding new ways to make savings with 
eir equipment. Many concerns that have been 
sing Addressograph methods for years, are now 
we Mapting the wide versatility of the newer mod- 
ation to a greater variety of work and making 
ount di ‘ l 1 . : : 
ov itional reductions in operating expenses. 
This » ate ye 
be blic utilities have used Addressograph equip- 
rator fent for more than a quarter of a century. 
= hose that have not yet discovered its money- 
Elec- @§aking and money-saving possibilities, will find 
g ; &Pp 
at it meets today’s requirements for modern 
_ siness methods... speed, accuracy and econ- 
‘en- (py. By cutting the time for routine operations, 
— minating errors, reducing office expense, it is 
until ##ding materially to the profits of thousands of 
ap porations of every kind and size. 
t the Mnsult telephone books in principal cities for 
te address of the nearest Addressograph repre- 
from (tative and phone or write him. He will 
scpect div oj i . . ‘ Class 2700 Addressograph shown above performs 
fered y give you... without cost or obligation eee a wide variety of name- and data-writing with un- 
J Detion ae failing accuracy and perfect legibility. It solves 
e lex ctical assistance on all phases of name- and many addressing ond form Gil-im prebteme . . 
er ous ta-writing. Or write direct to Addressograph makes carbon copies. Fed by hand, Class 2700 
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Vision of Addressograph - Multigraph Cor- dresses envelopes at speeds up to 3,000 per hour. 
ation. ( | lend ‘ Equipped with an automatic paper feeder, it is 
so to n, Cleveland, Ohio. 10 to 50 times faster than manual writing. 
ystem 
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8 PAGES WITH THE EDITORS (Continued) 


the city pay only for the actual leg, or should 
the private owners receive added compensa- 
tion for the damage done to the balance of 
its system. 


TRUE, a utility system is not as vitally in- 
tegrated as a living animal’s body. It is 
possible to sever parts of it without necessar- 
ily threatening the life of the remainder. But 
on the other hand, neither is such a system 
as severable as a dead carcass. There is 
damage that results in addition to the actual 
loss of physical property,—sometimes serious 
damage. 


Sucu is the problem discussed in this issue 
(beginning page 76) by Jay SAMUEL Hartt, 
consulting engineer of Madison, Wis. Mr. 
Hartt received his training in electrical en- 
gineering at Michigan State College (B. S. 
715) and is a member of a number of engi- 
neering groups including the American Insti- 
tute of Electrical Engineers. Besides Army 
service during the War, he has had long 
professional experience in this country. His 
organization has conducted rate valuation and 
condemnation activities for all types of utilities 
in thirty-one of the United States, as well as 
in Canada. 

e 


QO" concluding article (starting page 83) 
is a description and discussion of that 
interesting regulatory development of such 
recent origin—the Detroit Plan. It is written 
by one who had much to do with working 
out this arrangement with the Detroit City 
Gas Company—Joun W. Smiru, president of 
the common council of Detroit. 


Born (1883) and educated in Detroit, Mr. 
SmirH plunged at an early age into a po- 


JOHN W. SMITH 
“There will be no need for lobbyists . . . 
when utilities realize that they can 
best ‘help themselves by working 
out . . . vate plans.” 


(See Pace 83) 


JAY SAMUEL HARTT 


“In business the whole may be greater 
than the sum of all its parts.” 


(See Pace 76) 


litical career. He has held successively the 
offices of chief deputy sheriff, deputy county 
clerk, state senator, postmaster and mayor of 
Detroit. He is also engaged in the real 
estate and investment business but is still 
active and deeply interested in the welfare 
of his city as the president of its common 
council. He has long been an ardent adyo- 
cate of municipal ownership of utilities but 
he believes that the Detroit Plan offers a 
satisfactory solution for disputes between 
cities and utilities provided intelligent co- 
Operation can be obtained on both sides. 


* 


MONG the important decisions reprinted 

from Public Utilities Reports in the 

back of this number, may be found the fol- 
lowing : 


SPECIAL franchise payments in certain mu- 
nicipalities, according to the Illinois supreme 
court, are justification for rate differentials. 
(See page 441.) 


WHat constitutes the public whose interests 
must be served, is one of the questions con- 
sidered by the Michigan commission in au- 
thorizing the construction of a natural gas 
pipe line. (See page 445.) 


THE United States Supreme Court has sus- 
tained the power of the Nebraska commission 
to fix depreciation rates for telephone com- 
panies. (See page 467.) 


THE next number of this magazine will be 
out July 30th. 


Thee Ge 
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A SHORTCUT IN HANDLING 
APPLICATIONS AND SERVICE 
ORDERS THAT REDUCE ERRORS 98% 








hether he phones or comes in, 
customer is never kept wait- 
p, even during rush periods, 
hen a Remington Rand Cus- 
mer Service Record is in use. 
actual experience, the time of 
dling applications to connect 
disconnect service is reduced 
bm 60% to 80%. Errors are re- 
ed at least 98%. And apart 
bm the ever-increasing necessi- 
of keeping your customers 
ppy, this simplified Kardex 
pord can bring your company 
least twelve other important 
efits. 


ourteen records in one. A 
manent card serves as both 
e application and the actual 
id service order for connecting 
d disconnecting four customers 
each location. 

completely does this record 
minate duplication that some 
ities have found it replaces as 
ny as fourteen separate rec- 
is and files, 


2 Eliminates writing and fil- 
ing applications. 

3 Eliminates writing and fil- 
ing of service orders. 

4 Reduces errors 98%. No 
chance for incorrect transcrip- 
tions, lost or misfiled records, or 
unnecessary handling. 


5 Simplifies order procedure. 
And all related operations are 
speeded up because the com- 
plete files and records are com- 
bined in one place. 


6 Reduces clerical expense in 
the Application, Bookkeeping, 
Service and Filing Departments. 


7 Cost of forms and stationery 
is reduced at least 75%. 


8 Provides positive control on 
all inactive meters, thus reduc- 
ing the idle meter inventory 
without the use of auxiliary rec- 
ords and controls. 


9 Control on meter-testing. 
Provides due date testing con- 


trol saving 15% over district 
testing methods; levels out usual 
peak loads of clerical work. 


10 Provides a positive control 
on all services disconnected for 
non-payment, and eliminates 
possibility of re-connecting serv- 
ice for the same customer under 
another name. 

11 Fixes € pl te r Pp ibil- 
ity, giving you positive control 
on all activities. 





12 Speeds up service to the 
customers . . . builds and main- 
tains goodwill. 


PAYS FOR ITSELF 
IN DIRECT SAVINGS 


Usually the direct tangible savings are 
sufficient to pay the entire cost of equip- 
ment and installation in about a year. 
Present routine is not interrupted. Rem- 
ington Rand maintains a staff of experi- 
enced professional ba a tar to guar- 
antee that your i Hati 

and accurate in every detail. For com- 
plete details, absolutely without obliga- 
tion, write Public Utility Department, 
Remington Rand, Buffalo, N. Y 





Ox SA from Remington erite 
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Fallacy of assumption that loss of revenue TVA, the flower of the New Deal, 97. 
from rate reductions will be restored by [Eyasion of constitutional limitations, 98. 


increased sales, 63. .Relative cost of power generated by fuel and 
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Operation of Detroit Plan, 86. 

Answer to “Why Householders Do Not Use ¥ 


More Electricity,” 89. 
we In The March of Events 
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Various regulatory rulings by courts and commissions reported in’full text, 
pages 441-500, from 13 P.U.R.(N.S.) 
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= New Heavy Duty a-c 





Circuit Breakers 


—_ In new heavy duty a-c circuit 
breakers, developed and pat- 
ted by I-T-E engineers, switch members 
tying current of like phase are spaced far 
ough apart to minimize skin effect. 
the circuit breaker illustrated, the distance 
tween switch members of like phase is that 
tween bridges A and A; Fig. 2. Intervening 
ace is safely utilized by switch members car- 
ng phases B and C, since adjacent currents 
different phase cause little trouble. 
equal current distribution is avoided so 
at the temperature rise in contacts and bus 
rs is equalized. This makes possible a more 
bnomic use of copper. Inductive heating in 
arby steel structure is greatly reduced. 
¢ same advantages are to be gained when 
itch members of like phase are separated 
tically. 
¢ low reactance inherent in this type of con- 
ction is particularly advantageous in low 
tage systems . . . for example in electric 
hace installations. 


ADJACENT SWITCH ELEMENTS 
CARRY CURRENT OF 
DIFFERENT PHASES 


Arrangement of switch ele- 
ments avoids large voltage 
drop caused by skin effect; 


reduces localized heating; 
raises safe carrying 
capacities; 


simplifies connection with 
interlaced bus bars. 


In addition to showing one plan for locating and con- 
necting switch members, this diagram indicates that bus 
bars may be separated and interposed in a like manner. 
The advantages of separating bus bars in this way, for 
as much of the run as possible, are ished. 


Further information, either general or con- 
cerned with specific application for currents 
of the order of several thousand amperes, will 
be furnished by I-T-E engineers. Refer to 
Interposed Construction Type LG. 


Offices in Principal Cities 
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Remarkable Remarks 








“There never was in the world two opinions alike.” 
—MOoNnTAIGNE 














Joun W. Davis 
Former Democratic candidate 
for President. 


“When things go wrong, don’t go with them.” 





¥ 


“True liberalism is an attitude of mind, not a set of — 










Rev. Dr. Irvinc H. Berc 







Chaplain, New York University. opinions.” 
¥ 
Sir Wittmott Lewis “The duty of newspapers is to comfort the afflicted 
Washington Correspondent, and to afflict the comfortable.” 





London Times. 






Dr. ApAm S. BENNION “How can people know what to believe about the 
Assistant to the President, Utah issues in the utility wrangle of the last four or five 
Power and Light Company. years?” 














¥ 


Tuomas N. McCarter “Was there ever an industry so unjustly, so unfairly, 
President, Public Service and so immorally attacked by a governmental agency 
Corporation of New Jersey. as has been the lot of the electric industry?” 


¥ 


Froretto H. La GuarpIA “If the power interests were so certain that they 
Mayor of New ‘York City. cannot generate electricity themselves at lower rates 
than are now charged they would be very happy to see 
us embark in the experiment.” 


¥ 


Atrrep P. SLOAN, Jr. “Some industrialists believe the proper approach is to 
President, General Motors move continually toward a lower cost of goods and 
Corporation. services. As a matter of fact, that has been largely 

the policy of American industry down through its en- 








































tire history.” PUITOL 

~ 0 adc 

W. G. VINCENT “Electrical rates are fixed by proper economic law, ith a 

Vice President, Pacific Gas whose operation is as far beyond the sphere of private fyo cip 
and Electric Company. control as it is from the sphere of political interference. h 

To assert otherwise is to contradict the evidence of the ese | 

industry’s history.” ages « 

oa llustra 







W. W. FREEMAN “It will not be surprising if the operations of the leleph. 
Vice President, Columbia Gas Rural Electrification Administration serve in many ways URRO! 
and Electric Corporation. to confirm the soundness of the policies pursued by the 






industry and supplement its activities in furthering the 
extensions of rural electrification.” 
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SPEED . . . with fewer motions 


Burroughs short-cut keyboard permits the operator 
o add or subtract an entire amount, or take a total, 
ith a single motion of the hand. Also, there are 
0 ciphers to write—ciphers print automatically. 
hese and many other time and labor saving advan- 
ages of the short-cut keyboard are described and 
llustrated ina new, interesting booklet. For your copy, 
elephone the local Burroughs office or write direct. 
BURROUGHS ADDING MACHINE CO., DETROIT, MICH. 


eee 


Only on the short-cut key- 
board are ciphers written 
automatically. 


Only on the short-cut key- 
board can two or more keys 
be depressed at one time. 


Only on the short-cut key- 
board can an entire amount 
and the motor bar be de- 
pressed together. 
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REMARKABLE REMARKS (Continued) 





G. E. WxHITWELL “We are all pretty much agreed that the selling of 

Vice President in Charge of Sales, more kilowatt hours, with their attendant reduced unit 
Philadelphia Electric Company. prices, still remains the electric industry’s best single 
defense against attack.” 











H. L. GruEHN “The maze of bookkeeping details is rapidly becoming 
Assistant Treasurer, Consolidated so thick as to obscure all vision of real objectives and 
Gas, Electric Light and Power accounting systems are being made the machinery for 
Company of Baltimore. the confiscation of utility property.” 


¥ 


HARPER SIBLEY “It seems to me that unless a city elects to conduct 
President, Chamber of Commerce its utility business according to the rules imposed upon 
of the United States. private industry, its records and accomplishments are 
without value for yardstick purposes.” 


¥ 


Harotp L. IckKEs “This bare recital of actual achievements is ample 
Secretary of the Interior. proof of the statement that this administration has 
done more to advance the cause of conservation than 

all preceding administrations put together.” 


* 


J. F. Owens “Ts any thinking man so credulous as not to believe 
President, Oklahoma Gas and that the present (public ownership) program has as 
Electric Company. its objective the socialization of all natural resource 
industry and eventually the socialization of all industry?” 


¥ 


Wa ter LipPMANN “When men whose profession it is to teach and to 
Political analyst. investigate become the makers of policy, become mem- 
bers of an administration in power, become politicians 
and leaders of causes, they are committed. Nothing they 
say can be relied upon as disinterested.” 


¥ 




































Matcotm P. McNair “Tf through improved distribution methods consumers URN. 
Professor, Harvard School of are able to buy goods for 10 or 15 cents less on the Dry Bor: 
Business Administration. dollar of sales than they can bum them through other HiBlagging 
channels of distribution, then the 10 or 15 per cent #™pWater-C: 







is an increase in consumer purchasing power.” OMP 
> Wo star 
ad the « 

plants 





FrANK T. Post “We know and our customers know that the electric 










President, The Washington service furnished by the utilities is the best in the world Sondra 

Water Power Company. and that our customers get more real value for their ination 

dollars paid to the utilities than they get for any other LUE 

Ilars pai 2 li rvice.” . 

dollars paid for any other commodity or service ae 

* | (Regene 
CuHarLes W. KELLOGG “The first reference | have found to the use of the 
Chairman of Board of Directors, word ‘yardstick,’ whereby Federal projects would be 
Engineers Public Service used as a measure of the efficiency of private compared 
Company. with public ownership and operation, is in a paper by 





H. S. Raushenbush, published in the New Leader, a 
Socialist publication in New York, on March 5, 1927. 
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*« RECENT ORDERS for Steam 


| See Generating Units 


nd 
for 


*APPALACHIAN ELECTRIC POWER CO., Logan, W. Va. 


One unit: capacity—1,000,000 Ib; design pressure—1425 
lb; total temperature—925 F 


uct ey ) e- 4 *CONNECTICUT LIGHT & POWER CO., Montville Sta- 
on ay tion, Waterbury, Conn. 

: Two units: capacity—130,000 Ib each; design pressure— 
are d 725 lb; total temperature—825 F 


DETROIT EDISON CO., Conners Creek Station 


Two units: capacity—392,000 lb each; design pressure— 
710 lb; total temperature—850 F 


ple 

has : *KANSAS CITY POWER & LIGHT CO., Northeast Station 
Ye : One unit: capacity—300,000 Ib; design pressure—1400 Ib; 

nan : total temperature—815 F 


*MISSOURI POWER & LIGHT CO., Jefferson City, Mo. 
x nderfeed reine | One unit: capacity—100, sl Ib; design pressure—900 Ib; 
Multiple Retort U 7 Ne ] total temperature—825 F 
j Single-Retort Underfeed 
se Chee eypes) ; : : *NEBRASKA POWER CO., 0 h Steam Station 
as traveling Grate FB ind ae a — . er or ree, 


One unit: capacity—275,000 1b; design pressure—1350 Ib; 
total temperature—910 F 











irce 


y: 





(three types) 


*NEW YORK EDISON CO., Waterside No. 2 Plant 
Included in above list if all types save by j Two units: capacity—500,000 lb each; design pressure— 
he tradenames Coxe, Gree “Typ DB, 1400 Ib; total temperature—900 F 
| to <a i 
. } *ROCHESTER GAS & ELECTRIC CORP., Station 3 
m- 4 
2 ULVERIZED FUEL SYSTEMS i One unit: capacity—250,000 Ib; design pressure—750 Ib; 
ans or boilers and industrial furnaces) i total temperature—750 F 
they : 5 1 
Direct Fired © , *UNITED LIGHT & POWER ENGINEERING & CON- 
CE Palvcriged Fuel Systems, hs STRUCTION CO., Riverside Station, Davenport, Iowa 
formerly known as Lopulco, : One unit: cap 225, 000, Ib; design pressure—900 Ib; 
total icuperntuse- 825 F. 
Jude Raymond Pulverizers) 
ners wht © *UTAH POWER & LIGHT CO., Provo Steam Electric Sta- 
the = ° gt tion 
; One unit: capacity—200,000 lb; design pressure—450 Ib; 
ther pgin total temperature—760 F 
cent Water-C E oled Walls and Screens 
: : *VIRGINIA ELECTRIC & POWER CO., 12th St. Station 
OMPLETE UNITS : Beane vSauaesd, Va. 4 x 
wo standard designs, one for large plants One unit: capacity—450.000 Ib; 
d the ocher for medium-sized -~ aoe total temperature—835 F 
ctric plants 
id 2 oe : : VIRGINIA PUBLIC SERVICE CO., Alexandria, Va. 
or jated d com One unit: capacity—60,000 Ib; design pressure—725 Ib; 
their f csieme comprising any < total temperature—750 F 
1 of boiler and firing equi fe 


ther 


LLIED FOUIPMENT: a *Complete CE units—bdoiler, furnace, firing 


and in most cases heat recovery equipment. 


‘x [pie COMBUSTION ENGINEERING 
Ee COMPANY, INC. 


vared : 
r by . ome ce 200 Madison Avenue, New York 
er, a , caer ae 


“” 


927. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 








MODERN “ FANS 


OFFER IMMEDIATE OPERATING ECONOMIES 


Air engineering is admittedly one of the most intangible branches of both science and 
practice. But there is nothing intangible about the difference between a good and a 
not-so-good fan installation on your payroll . . . a matter of anywhere from 15% 
to 50% difference in power and maintenance costs. 


Buffalo Engineers have been dealing with Industry’s air moving problems for more 
than half a century. They have pioneered the outstanding betterments in fan design, 
efficiency and power economy. They are logically your first and most important 
contact on matters pertaining to installation of new air moving equipment or modern- 
ization of existing installations. We believe they can promise you immedate and 
continuous savings. 


BUFFALO FORGE COMPANY 
444 Broadway Buffalo, N. Y. 


In Canada: CANADIAN BLOWER & FORGE CO., LTD., |KITCHENER, ONT. 
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NEVER EQUALED FOR 


SER VICEABILITY 


Suttle 


For 10, 20 and Even 30 
Thousand Hours Gargoyle 
D.T.E. Oils retain their ability 


to Lubricate Efficiently 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGHOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 
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Guys sO CONDUCTORS 
i Wr og 
ay OVERHEAD GROUND WIRE 


Copperweld (copper-covered steel) combines the 
desirable properties of the two metals, steel and 
copper, to provide high strength and mechanical 
stability, durability and electrical conductivity. 


In the Copperweld process, copper is actually 
molten-welded to the steel core to give an in- 
separable exterior wall of copper, permanently 
protecting the steel against corrosion. Many mil- 
lions of pounds of Copperweld wire, strand and 
ground rods are in service, produced by this 
process during the past twenty years. 


COPPERWELD IS TIME-TESTED 


COPPERWELD STEEL COMPANY 


GLASSPORT~---- PA. 


Combined Weatherproof Meter 
Cabinets with 30 or 60 Ampere 
Service Switches 


Steel or Aluminum. With Separate Sealable 

Weatherproof Switch Openings. Made in Single 

or Multiple Units. Any Desired Arrangement 
of Knockouts or Threaded Hubs or Both, 


Write for Catalog 


WALKER ELECTRICAL COMPARY 
ATLANTA GEORGIA 














ACCURACY 


In the efficient operation of water 
or sewage treatment works, it is of 
utmost importance that a definite 


and ACCURATE knowledge of 


flow conditions be known. 


SIMPLEX VENTURI TYPE ME- 
TERS, because of their SENSITIVI- 
TY and ACCURATE RESPONSE 
to flow variations over a wide range, 
will meet your most exacting flow 
measuring requirements, 


Let SIMPLEX ENGINEERS help 
YOU 





SIMPLEX VALVE & METER CO. 
6761 Upland St., Philadelphia, Pa. 
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& The many advantages of metal-clad switchgear 
now can be enjoyed profitably by an increased num- 
ber of industrial plants and substations. 


Recently Westinghouse developed a low-capacity, 
low-cost unit with vertical-lift breakers having an 
interrupting rating of 25,000 kv-a. Smaller in size, 
lighter in weight and considerably lower in cost than 
previous units, this new metal-clad switchgear em- 
bodies all the desirable features of the larger size units. 


Complete information can be obtained from our 

representative or write Westinghouse, Room 5-N, 

Fast Pittsburgh low 
st Pittsburgh, Pa. J 60015 com 


er i 

ta, 
Pler 
"esting. © fa 


t be 
lz as. ly 
ls MS ose 
Shi hd, end, 
es ouse ee MAlacena, a 
i *Celleg Bet 
ME TA L-CLAD S WITCHG EAR ¥ Easily ang *eliabiticy, 
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Pressure Type : easy operation 
1-Gallon See ign = rapid discharge 


Fire ; s long range 


Extinguisher . a large capacity 


Here is the big brother that comes to the rescue of the little fellow 
when he’s trying to handle something beyond his capacity. 


Wherever there are big buses, trucks, gasoline pumps, electric loco- 
motives, transformers, panel boards, and large rotary units, this one- 
gallon pressure-operated Pyrene extinguisher offers greater protection. 


Speed and force of application are important in fire fighting. Give 
the valve of this extinguisher a quarter turn and a strong stream dis- 
charges one gallon of vaporizing liquid in 55 seconds. 


Make sure that you have enough Pyrene one-gallon extinguishers to 
back up your smaller equipment. Write for folder No. 22. 


rene TManufacturin Compan 


NEWARK NEW JERSEY 


ATLANTA CHICAGO 
KANSAS CITY SAN FRANCISCO 
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tep up the efficiency, lower 
he operating costs of your 
ew projects, by giving them 
entralized finger-tip valve control. 

ith Chapman Motor Units one man can 
ontrol every key valve in an entire plant, 
umping station or city-wide water system 
from a single electrical control board. 


apman Motor Units provide safe, sure 
emote valve control. Their powerful, slow- 
peed motors are fully protected in case the 
alve jams. They have few parts .. . are 
bstantial, weatherproof, steam-tight . . . 
an be furnished for completely submerged 








operation. Lights at push 
button stations indicate wheth- 
er a valve is opened, closed or in 

position for hand operation. It 
takes but a second to shift a valve from 
motor to manual operation—and a man 
can easily open or close the valve even 
under full pressure on one side of the gate. 


Valves already in service can be readily 
equipped with Chapman Motor Units with- 
out removal from the line. In moderniza- 
tion or new construction, specify them for 
all large valves and sluice gates. Bulletin 
for the asking. Send for your copy today. 






Ad 


THE CHAPMAN VALVE MANUFACTURING CO. 
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you can BURN ANY COAL 


e@ Stowe Stokers burn the entire range from 4 
or 5% ash Pocahontas to the high ash coal from 
west of the Mississippi River. They give you 
greatest possible control over fluctuating mine 
prices—and changing freight rates—enable you 
to burn the coal natural to your location. There 
are other factors too that recommend Stowe 
Stokers for your service. Full details on request. 


THE JOHNSTON & JENNINGS CO. 


977 Addison Rd. Cleveland, Ohio 
Engineering and Sales Services in the Principal Cities 


STOWE S 


ee 


A battery of four Stowe Stokers 
burning cheap midwestern coal—at 
high efficiency. 

<¢ 
Catalog No. 10 gives full details —is 
complete with 14 diagrams—20 illus- 
trations. Send for one. 








1876 @ CONNELLY © 1936 


Back Pressure Valves 


Choose the CONNELLY 
Valve to prevent reverse 
flow in your gas lines. The 
CONNELLY 


on heavy du Easily accessible for 


ty 
inspection. Available in all standard 
pipe sizes, 
oe 


+ + 


CONNELLY U-GAUGES 


Universal U-Gauges using glass substi- 

tute tubing threaded into metal fittings 

—Normally ‘“‘unbreakable’. Graduated 
scale is etched on metal, 


7 + + 


CONNELLY PRODUCTS 
Caloroptic BTU Indicator; Governors; 
alves; Regulators; Gas 
Purifying Materials. 


7 + 7 
CONNELLY IRON SPONGE AND GOVERNOR COMPANY 


Chicago, Ill. - 3154 S. California Avenue 
Elizabeth, N. J. - 200 South Second Street 
N. E. Agt. - - Theo. H. Piser, Waban, Mass. 








| 


NOTICE: 


The triangular wedge formed by | 
the tang and V-bottom collar, 
which forces the wire into a solid 


| 
| 
| 
| 
| 
mesh— 


NO set-screw contact... 
NO flatt 
NO limitation to one size wire... 
NO shearing effect whatsoever... 
NO special tools required to make 


connection. . . 


ting of wires... 





or sep 


NO need for you to search any longer for the 
+ ae solderless connector—WE HAVE 


FREE! A large display board, containing 
mounted samples of ILSCO lugs. Sent 
upon request. Address Dept. UF. 


ILSCO COPPER TUBE & PRODUCTS, INC. 
5629 Madison Rd. Cincinnati, Ohio 
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AND A WATER HEATER 
Is NO BETTER THAN ITS 


Thermos tat! 


S THE lens is to the camera, so is TITAN Controls with confidence. 
the thermostat to an Automatic They are available for any size of 
Water Heater. Upon its reliable action heater, from the smallest to the 
depends the success of the heaters you largest. 
sell, and upon that success depends an 
important part of your revenue. 


Why take unnecessary chances? Put 
your faith in TITAN Snap Action Ther- 
mostats. They have “Delivered” for 
years under the most diversified condi- 
tions, with all types of gas. They are 
sensitive, rugged and trouble-free. They 
are furnished on the majority of Auto- 
matic Storage Heaters approved by the 
American Gas Association. 


“TITAN” on a thermostat means 
long, service-free operation. Specify 





HE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 
. 32nd Street & Perkins Ave. Cleveland, Ohio 
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ALL-ALLOY 


Rifai Wrench Strength and 


Performance are Unbeatable 





@ With its all-over oil hardened chrome molybdenum alloy jaws and new 
alloy housing and handle, this RITZQ01D meets all Government and U. S. 
Navy tests. Housing is guaranteed unbreakable. You'll like the adjusting 
nut in open housing that spins easily in all sizes 6" to 60". And it’s made 
in End Pattern for pipes against flat surfaces. Try it—and you'll understand 
its popularity. Ask your Jobber. 


omens =e | 


REG. U. S. PAT. OFF. 


PIPE TOOLS 





New RIBBID Compound-Lev- 

erage Wrenches. Ten times 

leverage of 48” wrench. Pay 

for themselves in salvaged fit- 

tings alone. For pipe to 8” in 
diameter. 


Write for information on 
RIZAID 
WRENCHES 

CUTTERS 
THREADERS 
VISES 
EXTRACTORS 


THE RIDGE TOOL CO. 
ELYRIA OHIO 
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organization devoted exclusively to 


the production and sale of typewriters 


What does this mean to you? 

Just this! Better typing, faster, 
and at lower cost! 

Royals have always delivered re- 
sults—not promises/ 

That is why so many thousands 
of executives and typists have con- 
sistently preferred Royals. 

That is why, in the short space 
of little more than a quarter cen- 
tury, Royal has grown from a 
small factory into a huge inter- 
national organization! 

Today, Royal is World’s No. 1 
Typewriter! 

Your office deserves New Royals, 
whether you operate one typewrit- 
er or hundreds. Invite a demon- 


stration. . . . Compare the Work’ FIRSTS that make Royal FIRST! 


Royal Typewriter Company, Inc. | SPEED — EASE — CAPACITY— ECONOMY 
New York City » and DURABILITY! 


NEW EASY-WRITING ROYAL 
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ADVANTAGES 
OF GRINNELL PREFABRICATION 


Interpretation of Ideas and Plans 
Thorough Testing ¢ Easy, Rapid Erectia 
Economy in Cost and Labor 
Delivery on Schedule 


GURIINe NSE eal 


; 
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S ugiteire’ 


MID-SUMMER CAMPAIGN 


stresses need for good Electric Refrigeration 


and 1s of valuable aid to all utilities 


@ Frigidaire has set in motion an aggressive 
mid-summer campaign that closely paral- 
lels the efforts of leading utilities to further 
the cause of basic refrigeration. Essentially 
itis a local utility campaign on a national 
scale. It is founded on the highly success- 
ful experience of a test conducted in the 
summer of 1935, with the co-operation 
of a leading utility company. 

The campaign is based on the fact that 
the fundamental purpose of any refrigerator 
is to protect food in temperatures below 
50° every day of the year, regardless of 
outside conditions. 

Recent tests proved that many refrig- 
erators could not maintain such tempera- 
tures on hot days when refrigeration was 
needed the most. 


FRIGIDAIRE CORPORATION, 





That is why Frigidaire will now focus 
the attention of America on the need for 
good electric refrigeration, both in news- 
paper advertisements, and over a Coast-to- 
coast radio network of 68 stations. The 
theme of this advertising will be: ““Is your 
refrigerator cold enough? Find out now 
with this valuable Free Cold-Gauge,’’ an 
instrument that accurately tests refriger- 
ator temperatures. 

Undoubtedly all utilities will benefit from 
this nation-wide activity. Particularly, the 
utilities that now handle Frigidaire will 
benefit. Their showroom traffic will be 
increased, and their sales will reach new 
peaks because of accumulated advertising 
effort. This in turn, will materially aid their 
load-building program. 


DAYTON, OHIO 


morons 
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Any appliance which by reason of its appea 
ance excites complimentary comment h 
overcome a buying resistance and in a meas 
ure developed the urge to possess it. The ne / 
Niagara Two-Twenty Gas Aijr-Conditionin ' 
Unit soon to be announced has a rare attrac Y 
tiveness and charm, created by a noted de Us 


signer of household appliances. 


fiz Lpach. 


W. L. Seelbach, Secretary-Treasurer ‘¢ 
THE FOREST CITY FOUNDRIES COMPANT 
CLEVELAND, OHIO 


Niagasa Gas Fired Air-Conditioning Units will be displayed at 
the Association of Gas Appliances and Equipment Manufac- 4 \ 
turers Exposition at Atiantic City in October, 1936. 


NIAGARA 


Two-Twenty 
GAS AIR-CONDITIONING SYSTEM 
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PUBLIC UTILITIES EVERY WHERE iF 
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USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 

o o e 
Write today for our new 
book “‘Copies—Their Place 
in Business.” It tells fully 


just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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Exide 


BATTERIES 


—tchoice of transit systems and bus lines whose 
policies permit no compromise with quality « « 








[ is significant that Exide Batteries are used by so many of the country’s 
successful transit and bus lines. 


It is not to be implied, of course, that their success is dependent upon 
their use of Exides. But the operating company that is so meticulous 
in the choice of its batteries will naturally gauge the selection of all 
its equipment by the same high standards... and the traveling public 
appreciates the attention paid their comfort and safety. 


THE ELECTRIC STORAGE BATTERY COMPANY 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
PHILADELPHIA 











PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Retum 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 
line breaks. 


Perfect water level con- 
trol assured by the Alti- 
tude Control Valve... 
the most efficient and 
dependable automatic 
valve for tanks, stand- 
pipes and reservoirs. 


Ask for your copy of catalog for our com- 
plete line of pa Aenlee~ control valves 
- 


Golden-Anderson Valve Specialty Co. 
1380 Fulton Bldg. Pittsburgh, Pa 
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SPECIALISTS IN 
STREET LAMPS 


help you 
BUILD LOAD 


Over seventeen million incandescent lamps, eighteen million 
radio tubes sold during 1935 in this country were Hygrade- 
Sylvania made. As the third largest manufacturer of incandes- 
cent lamps, and second largest of radio tubes, Hygrade-Sylvania 
products are efficiently consuming an important part of the total 
current sold by public utilities the country over. Many of these 
lamps and tubes are helping to build load on your lines. 


When you are buying lamps (multiple or series) for street light- 
ing, Hygrade-Sylvania Corporation deserves your consideration. 
Hygrade Lamps offer you the opportunity to make definite econ- 
omies in street lighting costs without the slightest sacrifice of 
quality. Let us prove it with facts and figures! 


ygrade LAMP BULBS 


© 1936, HYGRADE SYLVANIA C 
Makers of SYLVANIA Set-Tested RADIO TUBES” 
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... FLAWLESS GLASS with 
BRASS BUSHING—‘/e IDEAL zzsu/ator 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Gas 
INSULATORS 
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Stencil copies should 


be SEEN 
and nt BLURRED 


ad 


Here is the man who mimeographs the scripts for the March of Time, Cavalcade of 
America, and many other top-notch shows, on Hammermill Mimeograph Paper. 


SURE TEST of mimeograph paper is its use Hammermill Mimeograph also takes printing, 

for radio scripts. If the paper isn’t built for and pen and ink—without smudging. And the 

quick readability—if it is cheap or flimsy—if it same qualities that broadcasters like, make 

acts like a blotter—it’s just too bad. That paper Hammermill Mimeograph the right choice for 
doesn’t belong in the radio business. your business. 

For years Hammermill Mimeograph has enjoyed 

the reputation of being the standard of most of TRIAL OFFER—Will you try this paper at our 

the big air shows—and the large stations as well. expense? Simply write us on your company letter- 

The paper itself has won that position. It gives head and we’ll mail a free 100-sheet packet to- 

fast, clean copies on the machine, dries almost gether with a Portfolio of samples on Hammermill 
nstantly, thus preventing blurs on the next sheet. Mimeograph. 


If you prefer, omit coupon and simply write us on your letterhead 


Hammermill Paper Co., Erie, Pa. 

Gentlemen: Please send me 100-sheet packet of 
Hammermill Mimeograph Paper and the Portfolio 
of Specimens. 


Name 





Position 
(Please attach this coupon to your business letterhead) 
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Monroe Adding-Calculator 

Model LA-6. Portable, weighs only 16]bs. Takes 
up no more desk space than a letterhead. Com- 
pletely automatic multiplication and division, 


4 
’ 
2.4 
3 
® 
ig. 5 
"3 


es the very life blood of business, pour into 
every office, factory, bank, and store, every hour of 
very day. For twenty-four years Monroe has taken the 
ead in controlling this flow—simplifying and speeding 
it, producing accurate business figures at the lowest pos- 
sible cost. Today, in addition to its world-famous adding- 
calculators, Monroe offers adding-listing, bookkeeping, 
and check writing machines. Each Monroe is compact 
and desk-size, each has the famous “Velvet Touch” 
keyboard that takes the strain out of figuring. 
Monroe’s nation-wide figure service operates through 
150 Monroe-owned branches. Call the one nearest you 
ot write to the factory; ask to see a “Velvet Touch” 
Monroe at work on your own figures. A trial will ix 
volve no obligation. MONROE CALCULATING 
MACHINE COMPANY, INC., ORANGE, N. } 
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Better Lighting 
makes Better Store Fronts 
& 


HAT’S why the Pittsburgh Plate Glass Com- 

pany recommends to every purchaser of a 
Pittco Store Front the installation of adequate 
lighting facilities at the time the store front is 
built. We believe that close codperation between 
the Pittsburgh Plate Glass Company and the 
Public Utilities in this respect, results not only 
in better business for both, but in more efficient 
store fronts for the American merchant. 








If you are not already familiar with the means 
used by our store front department to assist in 
swelling your load through the exchange of pros- 
pects, the maintaining of a store front design de- 
partment, and the showing of films on the value of 
modern store fronts and proper lighting, we suggest 
that you contact the manager of our nearest branch 
warehouse, or write to us direct at Pittsburgh. 
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Style Bar-S All Weather Binder 
FOR METER READING 


"“) =~ wo 


= 


aemo? @o 


Write us for circular and details. Send sample of your sheet for prices 
on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
10-16 Logan Street, S. W. «>» GRAND RAPIDS, MICH. 

















A. G. A. Approved BARBER Gas Pressure 
Regulators Reduce Service 
Calls and Complaints! 


O the Gas Pressure Regulators you use comply 

with A. G. A. Specification requirements as to 
pressure drop? Are they listed in A. G. A. Directory 
of Approved Appliances? How many service calls do 
you trace to inefficient regulators? 


g In your own interest, thoughtful consideration of . 
these questions will undoubtedly lead to your adop- Mede in %". %. 14". 4. 
tion of A. G. A. Approved Barber Gas Pressure Regu- 1", 14", 14", and 2" sizes. 
lators as standard equipment on Appliances you e 
sponsor. Barber Regulators have won wide preference Welte for complete Cataleg 31, 
because of extremely low pressure drop, compact sotose nen eee oo OS ~ 


design, all bronze bodies, and precision of operation. Regulators. ] 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
THE BARBER GAS BURNER CO. of MICHIGAN, 4475 Cass Avenue, Detroit, Michigan @| 
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LET THIS DOOR MANUAL 
SHOW YOU THE WAY TO 


Cutting Door Costs! 


This KINNEAR MANUAL has “shown the way” to 
mary Utilities. It covers KINNEAR’S full line of 
UPWARD-ACTING Doors . . . doors that have proven 
for the past half century to be more efficient—more durable 
—MORE PRACTICAL for all types of commercial and 
industrial openings. Why? Because they open UPWARD 

y and rapidly—out of the way of damaging blows— 
saving floor and wall space—and are built distinctly for 
hard, heavy-duty use. And there is a style of KINNEAR 
ROLLING DOOR to exactly suit the individual condition. 
Don’t consider a door installation before first having this 
manual. 


ABOVE: Visualize the convenience 
—the saving in time and labor — 
effected with this Motor Operated 
Kinnear Steel Rolling Door. Opened 
or closed by merely touching a 
button located at any one of several 
convenient locations. It conforms to 


present day efficiency and the cost 
isn’t nearly as much as you might 
expect. Let a Kinnear Engineer size 
up your situation and 
make recommenda- 
tions. No obligation. 


Offices and Agents in All 
Principal Cities 


Especially built for the . | d for your copy Today 


individual need — in 
wood or metal — man- 





ually or _ electrically . 
epetatet eae fire or = The KINNEAR MFG. co. 
ervice purposes. 2060-80 Fields Ave. Columbus, Ohio 


Please send us a copy of the Kinnear Door Manual. 
Have your Sales Engineer call. No obligation. 


INNEAR Name wvansivbdiossiniigael cos cheeksimeprbasboielticaasTaa Gani 
Firm ... ; : : . Address . 








ROLLING DOORS " 
Cle’ ....... 


a 
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*““SUPER-DREDNAUT”’ = COOL GOGG 
FOR “HOT WEATHER” 


Workmen wear Super-Drednaut Goggles with a smile because they are the coolest goggle 
for hot weather. Ventilation holes all around the cup, extra wide screen area, light 
in weight and Non-Rubber headbands are reasons why Super-Drednauts are the ideal 
summer goggles and why workmen prefer them. 


They swear by them too, because of the ADDED protection which Super-Drednaut deep 
curved lenses provide. 


And remember, the one feature that undoubtedly furnishes the greatest comfort of all to 
goggle wearers, especially in hot weather is the Super-Drednaut Non-Rubber Headband 
—the only headband of its kind on the market today that—does not 
contain any rubber—maintains a uniform tension indefinitely 
—stays adjusted for keeps—can never be injured by 
over-extension—and, is not affected by hot 
weather, moisture, perspiration, oil or grease. 
It is the one headband that eliminates com- 
pletely all the annoyances so prevalent in the 
old style elastic headbands. 
Send TODAY for a Super-Drednaut Goggle with 


the Non-Rubber Headband and inspect its out- 
standing advantages for “Hot Weather” use. 


Super-Drednaut 50-S Goggles 


THE SAFETY tates SERVICE COMPANY 


Buell W. Nutt, President go8 1228 St. Clair Avenue, Cleveland, Ohio 
Manufacturers of a Complete Line of Accident-Prevention Equipment 
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NEW PERFECTED HYDRAULIC BRAKES 
NOW SAVE YOU EXTRA DOLLARS IN 


CHEVROLET TRUCKS 





ae 


New Chevrolet Truck Features Cut Haulage Costs to 
‘iNew Low Levels. Letan Actual Demonstration Prove lt! 


NEW Ne ec cece Many new money-saving advancements have been 
always equalized for quick, unswerving, “straight  €Ngineered into these new Chevrolet trucks. The 


line” stops 
FULL-FLOATING REAR AXLE ‘ 
with barrel type wheel bearings on 1}4-ton models 4 Gevelops greater power ... yet it uses less gas and 


NEW sei as DE LUXE oil. New Perfected Hydraulic Brakes are safer ... 
AB a se a : 
with clear-vision instrument panel for safe control and also more economical. Full-Trimmed De Luxe 


NEW HIGH-COMPRESSION VALVE- Cab and rugged, dependable, Full-Floating Rear 
IN-HEAD ENGINE —_— : 
with increased horsepower, increased torque, Axle are other features which will win your approval. 


greater economy in gas and oil 
See these new trucks and learn how real truck 


economy can save you money in truck operation. 


famous Chevrolet Valve-in-Head Engine now 














FOR ECONOMICAL 
TRANSPORTATION CHEVROLET MOTOR COMPANY, DETROIT, MICH, 


POWER © ECONOMY e« DEPENDABILITY * LONG LIFE 
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EVEREADY 


TRADE MARK 


INDUSTRIAL 
FLASHLIGHT 


“Built for Rough Treatment” 


The “Eveready” Industrial Flashlight is built 
for ROUGH treatment. The entire outer casing 
is made of heavy fibre reinforced inside by 
brass parts to help withstand severe service, 
The lens and lamp are protected by a special 
cushioning which softens the hardest impact. 
This flashlight has no exterior metal parts and 
it is completely insulated for working around 
“hot” wires, and therefore prevents shocks and 
short circuits. The casing will not dent andis not 
affected by oils, grease, gasoline, alcohol or other 
solvents and does not deteriorate with age. 

The moulded slide switch is positive in opera- 
tion and slides “on and off” easily. The whole 
assembly can be readily taken apart and put 
together without tools. Particles of grit cannot 
cause trouble. 


TO REMOVE: Slide the switch “A” to the “on” position and hold it 
firmly against the tube with the thumb. Insert longest finger of right hand 
in tube and press brass contact strip “C” directly in front of lug “B”. This 
pressure releases the latch and the strip will slide out. 


TO REPLACE: Hold flashlight as shown and press the switch “A” in 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “B”. Press down on the slide to flatten the “bow”. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 
switch is latched and properly assembled. 




















NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. - Branches: Chicago, San Francisco 
Unit of Union Carbide and Carbon Corporation 
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During the last few years 
there has been a decided 


Pd 
SW ING, RILEY 
STEAM GENERATING UNIT 


A Few of the Companies who have recently install 


Riley Boilers 
Lynn Gas & Electric Co. . . .205,000 lbs./hr.—430 Ibs.—810°F. 


Stone & Webster Engineering Corp., Engineers 
W.Va. Pulp & Paper Co., Covington ... 375,000 lbs. /hr.—600 lbs.—750°} 
Titanium Pigment Co. . . . 125,000 lbs./hr.—448 lbs.—637° F. 


Ford, Bacon & Davis, Wictaaant 


Large Eastern Oil Refinery . . . 300,000 lbs. /hr.—646 lbs.—740° F. 
Standard Oil of California . - 125, aoe Ibs. /hr.—850 lbs.—760° F. 


Stone & Webster Eng ing Contes 


Pennsylvania Sugar Refining Co... _ 350, 000 Ibs. /hr.—400 Ibs.—505°} 
Carbide & Carbon Chemicals iia - 80,000 lbs. /hr.—600 Tbs.—650°} 
W. Va. Pulp & Paper Co., Luke .. . - 375,000 Ibs. /hr.—631 Tbs.—700°] 
Savannah Sugar Refining Co. . . . 100,000 lbs./hr.—325 Ibs.—620° ] 
Kalamazoo Vegetable Pa Parchment . - 150,000 lbs./hr.—275 Ibs.— 650°} 


Prof. C. hfela gE 


Forstmann Woolen Co... . 80,000 Ibs. /hr.—450 lbs.—612° F. 
General Aniline Co. . . . 65,000 lbs./hr.—450 Ibs.—670° F. 








The swing of plant after plant to Riley Steam Generating Units during the past few ye 
has undeniably established Riley as one of the leaders of the boiler industry. 


Be sure to consult Riley when steam generating or fuel burning equipment is being consider 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND 
CINCINNATI ST. PAUL ST. Louis ATLANTA KANSAS CITY CHICAGO Los aie 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNA 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTIN 
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What's 


behind the 


Scenes? 


Before the footlights are music and merrymaking, but behind the 
scenes are long hours of preparation and hard work. 


On the surface, a Dennison tag is only a tag, and a Dennison label 
is something you stick on a jar or a bottle. But behind the scenes 
is a story of much greater import. A story of almost a century of 
research and service. A story of men and machines—of men who 
serve faithfully and wholeheartedly, of high-powered machinery 
geared to faster, better work. A story of an organization working 
in unison, all co-operating to make a better tag or a finer label. 


These things you never see. But they result unerringly in better 
quality products, lower costs, quicker service. And they are here— 
at your service. 


DonnisonMlanufachning So. 


FRAMINGHAM MASSACHUSETTS 
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The Basic Principles of 
MODERN GROUP DRIVE 
III 


oe Modern Group Drive produces the 
two conditions which utilities desire in 
industrial business—high power factor oper- 
ations and leveled demand—consider the im- 
plications of this hypothetical case: 

A utility with a generating capacity of 
20,000 kw. serves only industrial customers. 
Because of low power factor conditions and 
high demands, the annual output of 125,- 
000,000 kw.-hrs. per year actually covers but 
14,000 kw. of real industrial load. New 
business is in sight which will take 3000 kw. 
capacity to serve, but present operating con- 
ditions in customers’ plants make it inexpe- 
dient to add this new load onto the existing 
capacity. 

Which is more economical—to build 3000 
kw. of additional capacity, or to find that 


additional capacity in its present equipme 
by proving to the customers the inhered 
advantages of using the power they purchas 
more efficiently? 


Modern Group Drive introduced—at tk 
expense of the plant owners—can relew 
3000 kw. of generating capacity for usefd 
work, and thus enable the utility to take 0 
the new business without building additiond 
capacity. 

Proving to industrial executives the i 
herent advantages of using power more éf 
ciently is the work now being carried 
by Power Transmission Council through it 
Power Transmission Club organization, it 
regional engineer service, and its publicit 
and advertising campaigns. We invite youl 
co-operation—for your own benefit. 


*POWER TRANSMISSION COUNCIL 
1 Atlantic Street, Stamford, Conn. 


ion of prod s and 





*A research 


distributors of power, power units and 
b 2 , 7 


t for the transmis- 





be eld 


sion of power. 


A POWER DOLLAR SAVED IS A PROFIT DOLLAR EARNED 
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ACCT’S RECEIVABLE 


4 
SERVICE BILLING 


A CASH POSTING 


ARREARS BILLING 


Investigate this 


All-around Accounting Method 


q In re-equipping your accounting department, don't consider only 
your Current Service Billing needs. This type of billing comprises only 
3% of present day customer accounting costs. 


q Investigate the punched card method of accounting which, in addi- 
tion to Service Billing, will facilitate the handling of Cash Posting, 
Ledger Balancing, Discounts, and Arrears and Merchandise Billing. 
This method will also enable you to control Accounts Receivable, 
Meter Deposits and other important functions. 


q This modern electric Accounting method offers complete and more 
informative records to the customer, the district offices, the customer 
service department and the management. Write for complete infor- 


mation today. 


INTERNATIONAL IES MACHINES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y PRINCIPAL CITIES OF THE WORLD 
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Rational 
FLEXLAY 


(PARKWAY) 


s ) CABLES 


ae 


FLEXLAY CABLES ARE DESIGNED 
FOR DIRECT-EARTH INSTALLATIONS 
WHERE LOW MATERIAL, INSTAL- 
LATION COSTS ARE DESIRED WITH- 
OUT SACRIFICE OF DEPENDABLE SERVICE. 


IT IS HIGHLY INSULATED YET FLEXIBLE, 
AND ADEQUATELY RESISTS THE ACTION OF 
SOIL TEXTURES, OILS, ACIDS, PREVAILING 
MOISTURE CONTENT AND FROST. - 
PROVIDES A LESS EXPENSIVE UNDER- National 
GROUND SYSTEM, EASIER CABLE REPLACE- 


MENTS AND LESS LOSS WHERE A CIRCUIT Electric 


MAY BE DISCONTINUED. 
PROOOoOCTS 


IN ONE, TWO OR THREE CONDUCTORS 
AND BOTH NON-METALLIC AND FULL- CORPUVRATION 
METALLIC TYPES OF CONSTRUCTION. Pittsburgh, fo. 


> 
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q League of Iowa proaterente will convene for annual convention, Davenport, 
Iowa, August 18-20, 1936. 





{ League of South Dakota Municipalities ends convention, Rapid City, S. D., 1936. 
¥ American Society of Civil Engineers ends meeting, Portland, Ore., 1936. 





§ American Water Works Association, Central States Section, will convene, 
Cleveland, Ohio, August 19-21, 1936. 





q soeeen Be Association will hold 59th annual convention, Boston, Mass., August 
- . 





5 | bene Water and Sewage Conference starts annual session, Stillwater, Okiz., 
6. 





{ Pacific Coast Gas Association will hold 43rd annual convention, San Francisco, 
Cal., August 25-27, 1936. 





{ Iliuminating Engineering Society will hold annual convention, Buffalo, N. Y., 
August 31-September 3, 1936. 





{ International Association of Municipal Electricians convenes for annual session, 
New York, N. Y., August 31-September 4, 1936. 





{ National Association of Power Engineers, Inc., will hold session, Chicago, IIil., 
August 31-September 4, 1936. 





4 Union of Nova Scotia Municipalities will hold annual meeting, Digby, Nova Scotia, 
September 2-4, 1936. 





q Ths ce Power Conference will convene, Washington, D. C., September > 





{ Union of Canadian Municipalities begins annual meeting, Vancouver, B. C., 1936. 





{ International Association of Electrical Inspectors, Northwestern Section, will hold 
convention, Olympia, Wash., September 14-16, 1936, 








{ American Transit Association and pines orgonigasions will hold annual conven- 
tion, White Sulphur Springs, W. , September 21-24, 1936. 












































Mural by Angelo Scibetta Courtesy, Public Works Art Project 


Modern Industry and Commerce 
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Do Rate Reductions “Per Se” 
Increase Use of Service? 


One of the nicest popular claims of the advocates of arbitrary reductions 
of rates for electric service is that such reductions would cause an immediate 
increase in the volume of business sufficient to make up any losses in 
company revenues which might otherwise result from such rate decreases. 
In this article the author demonstrates that rate reductions in and of 
themselves donot produce an increased use of the service; that the 
argument that they do is an utter and complete fallacy. 


By SAMUEL FERGUSON 
CHAIRMAN OF THE BOARD, THE HARTFORD ELECTRIC LIGHT COMPANY 


NTIL recently there has been no 
U one to contradict the sweeping 
generality that in the electric 
business the lowering of rates creates 
of itself a greater volume of business. 
We hear every day the pleasant plati- 
tude that the loss of revenue caused 
by a 10 per cent reduction will be re- 
stored within a year by the increased 
volume of sales which it brings about 
of itself. 

Yet a study of the facts leads in- 
escapably to the conclusion that -this 
generality is an utter and complete 
fallacy. 


Charts have been published in 
quantity where customer use is plotted 
against average price in many differ- 
ent communities and these all show a 
very decided slope where a high use 
corresponds with a low average price 
and vice versa. Those who proclaim 
so loudly the before-mentioned gen- 
erality as to “lowered rates creating 
higher use” point to these curves as 
proof of their contention, when, as a 
matter of fact, as far as the charts 
alone are concerned, they prove equal- 
ly well that large use creates low rates. 
One generalization is about as true as 
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the other, which goes to show how ize beyond the actual facts of the 
careful we should be that in stating premise. 
any conclusion we should not general- The fallacy of confusing average 
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FIGURE I 
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DO RATE REDUCTIONS “PER SE” INCREASE USE OF SERVICE? 


price paid with price schedules is ap- 
parent from the fact that different 
communities having identical sched- 
ules and with average price varying 
little, will have widely different uses. 
(See Table I.) The conclusion must 
therefore be drawn that, while use 
and average rate paid may be closely 
correlated attributes, other conditions 
being equal, obviously neither factor 
is in itself responsible for the creation 
of the other. Hence we must look 
further for some other factor or 
factors which exert an influence both 
to increase use and decrease average 
rate paid. Before looking for this 
factor, let us look at figure I. Here 
we see three ordinates representing 
respectively the average per customer 
use in Ontario of 1,719 kilowatt hours 
per customer; in Hartford of 973 
kilowatt hours per customer, and in 
the United States as a whole of 648 
kilowatt hours per customer. 


7? upper portion of each ordi- 
nate represents the cooking and 
water-heating use which for the mo- 
ment we will disregard and consider 
only the use for the other purposes. 
Here we find customers in Ontario 
at an average price of not over 2} 
cents (including fixed charges) use an 
average of about 600 kilowatt hours 
per annum, and in spite of more than 
double the price, the customers in the 
United States as a whole use almost 
as much; while in Hartford at an 
average price only slightly less than 
the average of the United States the 
use is actually appreciably larger than 
in Ontario. 

If liberality of use were a function 
of price, then the Ontario figure 
might be expected to be far larger 


65 


than that of Hartford. There are 
reasons which may be responsible for 
the larger use going with the higher 
price, but just now it‘ is enough to 
point out that the Ontario operation, 
famous for years on account of prices 
far lower than pertain elsewhere, 
shows no sign of any greater use for 
general light and miscellaneous pur- 
poses in the home than exists on the 
average elsewhere. In view of what 
has been drummed into our ears about 
low rates creating more liberal use, 
this comparison is certainly a sur- 
prise which requires further study. 


A another illustration, the results 
of work done during the past 
two years in St. Louis and Hartford 
to induce more liberal use among 
small-use customers, may be cited. 
This is especially important since 
most companies are devoting consid- 
erable effort to this particular field at 
this time. St. Louis has acted on the 
theory that if rates were reduced to 
small-use customers, they would re- 
spond by greater use and thus their 
number at any given point would be 
decreased. Accordingly it cut the top 
rate to 44 cents per kilowatt hour, ac- 
cepting a very large reduction in rev- 
enue by the cut. For the same years, 
Hartford has maintained its top rate 
at 10 cents per kilowatt hour and thus 
avoided the load of losses which re- 
sult whenever large numbers of small- 
use customers are served below cost. 

The respective figures for the two 
companies in 1933 were: 


In St. Louis 34 per cent of the customers 
used less than 30 kilowatt hours per month. 
In Hartford 33 per cent of the customers 
used less than 30 kilowatt hours per month. 


In 1935, both companies showed 
improvement. In Hartford the num- 
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ber of customers using less than 30 
kilowatt hours had dropped to 26 per 
cent of the total while in St. Louis, 
the drop was only to 29 per cent in 
spite of the punishment they had tak- 
en to bring about the improvement. 

Why take such punishment and 
adopt the uneconomic policy of mak- 
ing some customers pay an excess to 
make up the losses caused by serving 
some below cost if as good and even 
better results can be obtained without 
so doing? 


HIs result shows that the small- 

and medium-use customer uses 
on the average more in Hartford than 
in either St. Louis or Ontario in spite 
of the fact that for small use the bills 
in these last two places average ap- 
proximately 40 per cent lower than in 
Hartford. Differences in customer 
income levels could not account for 
such a reversal in form. 

It seems to me that one reason 
which has a material bearing is whol- 
ly psychological. In St. Louis and 
Ontario the user knows that his bill 
can be made to increase or decrease 
in direct proportion to the amount of 
electricity used, and subconsciously if 
not consciously, he is motivated by this 
knowledge to hold down the bill. 

In Hartford, on the other hand, in 
all except the larger homes the first 
15 kilowatt hours are at 10 cents with 
a sudden break to 2$ cents for the 
sixteenth kilowatt hour. The user 
knows that every month he uses up 
the high priced kilowatt hours any- 
how, and that the balance is at a great- 
ly reduced price. In this case the sub- 
conscious reaction may be a desire to 
obtain all he can of the obviously low- 
priced kilowatt hours as they cannot 


affect the bill to anywhere near the 
same degree as the high-priced ones 
he has already used. It may be even 
a subconscious effort to get square 
with the company. Or he may find 
by experience that economy in use af- 
fects the bill very little, because of the 
low price for all kilowatt hours above 
the irreducible minimum use. 

In any case the contrast is always 
before his eyes and he has a definite 
and continuous reminder of a low 
price for the bulk of his use. 


N the other hand, look at the dif- 

ference in the average amount 
of cooking and water heating done 
electrically in Ontario where a rate 
substantially below the level of eco- 
nomic value to the customer for that 
particular purpose has been available 
for many years, with the result that 
many customers have availed them- 
selves of this opportunity. In the 
case of light, the economic level is 
low enough to obtain all possible cus- 
tomers in all three cases while for 
cooking and water heating the same 
has not been true. 

One factor in the past which stim- 
ulated the growth of the pleasing but 
unsound generality that low price is 
responsible for increased use was the 
rapid increase in the number of wired 
houses in each community. While of 
course the consciousness of constantly 
reducing prices in any community has 
some influence in rousing the individ- 
ual to wire his home without waiting 
any longer for a service he desired, 
yet this is not the same thing as in- 
creasing either the individual or the 
average usage. It is perfectly true 
that in the 10-year period from 1905 
to 1915, the effects of reductions were 
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Subsidized Federal Rates 


<-oe the Federal operations are subsidized 
will eventually be understood by the public 
as an explanation [FoR UNECONOMIC CHARGES] 
but will not be accepted as a valid reason why 
they should not be able also similarly to enjoy 


the comforts of an electric home. 


The public will 


recognise that the subsidy comes out of their 
pocket and therefore will feel that they also should 
enjoy the fruits since they pay the freight.” 





quickly made up in the company’s rev- 
enues, but this was principally due to 
the increasing number of customers 
which took place coincidentally with 
a period in which rates were regular- 
ly reduced about 4 cent per annum. 


A’ far back as 1914, we found, up- 
on analyzing the very satisfac- 
tory growth in revenues which accom- 
panied a drop in rate from 10 cents 
to 9 cents, that if the comparison— 
one year with the other—was made 
of the same customers at the same ad- 
dresses there was little if any sign of 
increased use. 

Our Hartford data for the past 
twenty-five years is illuminating in 
this respect. 

In 1910 the average domestic use 
was 283 kilowatt hours per customer 
per year, and in 1921 (after a lapse 
of eleven years) the figure was almost 
identical. 

During this period rates were re- 
duced from 11 cents to a low point 
of 7.7 cents per kilowatt hour in 1916, 
with a partial increase again during 
the war period of high prices. The 
year-by-year variations in use were 
inconsequential and showed no rela- 
tion to the up and down price move- 
ments. These figures should not be 


interpreted to mean that there was no 
gain in use during the period by ex- 
isting customers but only that the 
gain was too small to balance the ef- 
fect on the average figure of the addi- 
tion of many new customers. 

As compared with this static period, 
the subsequent thirteen years showed 
an increase in the per customer use to 
nearly 1,000 kilowatt hours per cus- 
tomer. This gain was obtained with 
very few changes in price schedules 
that materially reduced revenues at 
any time, but at the same time the 
increased use in the low-priced brack- 
ets of the schedule has more than cut 
the average price paid in two—a case 
of increased use being responsible for 
the low average price paid rather than 
the reverse. 


M* I emphasize that I have a 
very firm belief in the efficacy 
of stimulating use by careful and in- 
telligent downward revision of rate 
schedules, but my point is that any 
company, which expects results from 
any amount of slashing of a straight 
meter rate, is doomed to disappoint- 
ment. 

What the public wants is the ability 
to use liberally at prices that they can 
afford to pay. In the past they have 
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had a valid grievance because they 
could not do so. Because they did 
not understand the situation they at- 
tacked the only thing they saw, which 
was the top rate and the amount of 
their bills for their then existing small 
use. Many companies took the path 
of least resistance and lowered their 
rates for small use in an effort to 
quiet the public. In so doing, they 
assumed a heavy load of unprofitable 
customers which has prevented them 
from giving the public what they real- 
ly wanted and what the cost of service 
would permit if not burdened with 
unnecessary losses—namely, a low 
price for liberal use. 

Those companies which resisted the 
vocal demand for dropping the top 
rate and applied their efforts to solv- 
ing the real problem are today in far 
better shape to satisfy their communi- 
ties than those who yielded to political 
or popular pressure. 

The essential point is that in order 
to stimulate use, prices must be ad- 
justed (within the limits set by cost 
of service) to the economics of pos- 
sible uses. Light at 10 cents is per- 
fectly economic over the full range of 
customer incomes. This means a 
minimum possible bill of $1 to $2 per 
month, and a radical reduction in 
price would open no new lighting 
field; and its only appreciable effect 
would be an inconsiderable benefit to 
the individual and a material loss of 
revenue to the company. 

On the other hand, for a material 
amount of cooking to be obtained 
from customers of low income (and 
they are by far the larger number) a 
price of 3 cents or less is essential. 
Similarly, for water heating 1 cent 
seems to be the upper limit. 


iS effect progress, such levels of 
economic values to the user must 


be offered. This generally can be ac- 
complished only by the use of so- 
called promotional rate schedules, 
since special meters and circuits are 
impractical on account of cost to both 
company and customer. Some com- 
panies think they have promotional 
rates because they conform in looks 
but are disappointed in results since 
either the levels of the follow-on steps 
are too high or the initial high-priced 
block too long, or both. The high- 
priced block must be so short as to 
be easily used up, and the follow-on 
levels suited to the business they are 
designed to develop. 

It is not my purpose to discuss pro- 
motional rates but only to indicate 
some of the results obtained by their 
intelligent use in contrast to the re- 
sults obtained where reductions in 
existing rates are blindly made in 
conformity with the theory that rate 
reductions per se stimulate use. Per- 
haps this last inference is not quite 
fair in that often the management 
would like to change to the promo- 
tional form but is afraid of popular 
and commission objection to the un- 
avoidable complexities of such a rate 
in contrast to the very desirable sim- 
plicity of the straight-line commodity 
rate. The complexity is objectionable 
but again it is a case of choosing be- 
tween what the public ask for and 
what will bring them the results which 
they really desire. 


| ied territories large enough to make 
reasonable comparisons, the aver- 
age usage is an approximate measure 
of the company’s usefulness and the 
customer’s satisfaction. The table be- 
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low makes such a comparison between 
the principal companies of the Atlan- 
tic Seaboard and clearly indicates the 
relative progress toward the greater 
usefulness during the years 1927 to 
1933. 

The interesting fact is that in 1933 
the five companies at the top of the 
list all used promotional rates in 
which the size of the house (and con- 
sequently the amount of light used) 
was a factor in determining the 
amount of the bill. 

Note also the progress of the two 
companies which have specialized par- 
ticularly in this type of rate making. 
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They started far down the list in 1927 
but made steady progress till in 1933 
they headed the list. On the other 
hand, companies V and Z which 
started in a better place have ended 
up in a far less satisfactory relative 
position. These last two companies 
made reductions from time to time 
but maintained the simple form of 
straight-line or block rate, and while 
they made some progress over their 
1927 average-use figure of about 450 
kilowatt hours, yet such progress 
seems very slight in comparison to 
the others where these figures were 
almost doubled. 


1355 
731 
750 

R717 


ee 
ES 3888 
SS88Fee 


3 
@ 


£88 


4 
¢ 


wPuoawn 
SAE esau mvumoseow 


BERBEE 


BE 


7 


Ped 
i 
i 
/ 
/ 
‘ 
/ 


BaEESES 


‘ 
/ 
‘ 


nooBmmnamwowanbhhuSShovoanbueor 
SERRSESESESSSERAESES 


ae 

& 
8 
@ 


HoOObNmromEnuwhn 
* 


HooBumecmaianwbe, 
BESEERESESSS 


SSRGEEE 
BSRRESREE 





PUBLIC UTILITIES FORTNIGHTLY 


HE situation in Worcester, Mas- 

sachusetts, can be used to illus- 
trate the difference in methods of rate 
making. Here the rate is beautifully 
simple. Everyone can understand it 
and easily check the computations of 
his bill. Also the rate has from time 
to time been reduced till now the max- 
imum price is only 5 cents per kilowatt 
hour. Many would call the situation 
ideal but let us frankly evaluate the 
results in comparison to Hartford 
which heads the list of the Atlantic 
Seaboard companies. 


Result 1—During the past fifteen years 
Hartford has held its top rate (i.e., the 
price for very small use) constant at 10 
cents per kilowatt hour, while in Worcester 
it has dropped from 8 to 5 cents per kilo- 
watt hour. This means that all customers 
who limit their use to about 40 kilowatt 
hours per month are charged less than in 
Hartford and thereby the family budgets 
are relieved of an expenditure amounting 
to approximately 4 cent per day. 

While desirable, this is not a material 
saving in the annual family budget. 


Result 2—The average price paid by all 
customers in Hartford is a considerable 
percentage less than in Worcester today 
though not so in the past. This is because 
liberal users in Hartford pay far less than 
in Worcester and many have taken ad- 
vantage of this opportunity. 

Result 3—The slope of the two average 
price trends indicates an eventual still great- 
er differential in the average price paid. 

Result 4—The fourth point is the measure 
of company usefulness and customer satis- 
faction as represented by the average per 
customer usage in Worcester last year of 
only 570 kilowatt hours as compared to the 
70 per cent larger figure of 973 in Hartford. 


These differences are the natural re- 
sult of reducing the top rate to a 
politically satisfactory level of 5 cents 
and thereby making it impossible in 
the past for the rates for cooking and 
water heating to be brought down to 
a level of sufficient lowness to make 
such service generally available to the 
bulk of the community. This uneco- 
nomic conduct of affairs, it is only 


fair to state, is not voluntarily fol- 
lowed by the present company man- 
agement but is the result of orders 
made by the commission in response 
to the specific appeals of the public 
and the politicians. The people in 
Worcester have had what they asked 
for rather than what they needed, and 
the rectification of the condition is 
going to be a slow and tedious proc- 
ess regardless of the best possible ef- 
forts of the management of the local 
company. 


HE very sharp rise in the use of 

electricity in the home which be- 
gan to take place in Hartford in 1922 
has sometimes been attributed to the 
greater availability and superiority of 
heavy duty electrical apparatus such 
as ranges, refrigerators, and water 
heaters in later years. This has, of 
course, a bearing but Figure II shows 
without question the effect of rate 
form. Here we see plotted the in- 
crease in average use of Hartford 
and two other companies from 1916 
to 1935 in terms of percentage in- 
crease over 1916. Through the peri- 
od, 1916 to 1921 a straight-line rate 
was first used; then the form was 
changed but with no reduction in 
price for small use and note the steady 
progress. The two neighboring Com- 
panies B and C did not quite believe 
in the theory on which Company A 
had acted and waited four and six 
years respectively before abandoning 
the satisfactory simplicity of the 
straight-line meter rate. While they 
waited, they had the same advantage 
as Company A with respect to im- 
provement in heavy duty apparatus 
but there was no increase in their 
average per customer use; on the oth- 
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er hand in each case just as soon as The more rapid rise in the case of 
they made the change in rate form the Company C was because of the ab- 
results of such change were imme- sence of gas competition in its ter- 
diately apparent. ritory. 
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FIGURE II 


THE HARTFORD ELECTRIC LIGHT COMPANY 
RESIDENCE METERED KW.H.PER CUSTOMER —|5° 


i816 AS 100 PERCENT equats 274 KWH. 
(REVISED TO INCLUDE 


8 


y 
z 
3 
200 
5 


LINE METER 


STRAIGHT LINE METER RATE 
RATE: 


wie ‘te ‘20 ‘22 ‘24 ‘26 ‘28 ‘30 ‘32 ‘34 1936 
71 





PUBLIC UTILITIES FORTNIGHTLY 


7 oe I shows the average use in 
the various subdivisions of the 
territory of The Hartford Electric 
Light Company. The figures vary 
from 735 to 1,955 kilowatt hours per 
customer. Each territory is served on 
the same identical schedule and, as 
previously noted, the use does not 
vary in accordance with the average 
earned rate. 

As might be expected the two low- 
est figures are in gas territory but 
really that is no valid alibi since West 
Hartford with a figure of 1,885 kilo- 
watt hours has also complete gas serv- 
ice. It is obvious that progress has 
not ceased as the gains in the past 
year ranged from 12 to 26 per cent. 
Average rates earned by the com- 
munity shown in the last column look 
low but the product of “use” multi- 
plied by “rate” produces average rev- 
enues that run up as high as $66 per 
customer in some communities. 

The data so far presented is indica- 
tive of trends pointing to the conclu- 
sion that low prices should be made 
for liberal usage but that companies 
should not yield to public or political 
pressure for uneconomically low 


prices for small use. The concluding 
data is offered as showing the com- 
mencement of the harvest which is 
the result in a single specific case of 
pursuing this policy for a number of 
years. 

While it is true that the results are 
spotty rather than uniform, they must 
be considered as sufficiently encourag- 
ing to justify further efforts along the 
same line with the object of bringing 
community averages up to the satis- 
factory levels now occurring in isolat- 
ed cases. 


oo photograph Figure III is that 
of a typical street of medium 


priced single houses occupied by per- 
sons receiving only moderate incomes. 
This street of 30 houses was fed from 
a single 25-kilowatt transformer and 
two years ago an inventory of the 
houses disclosed 250 kilowatts of con- 
nected load, which gives some idea of 
diversity factor to be expected be- 
tween liberal-use customers. 

The usages of each customer on 
this and on a similar street are shown 
in the following tables II and III sub- 
divided as a day use and night use 
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TABLE I 


Tue Hartrorp Exectric Licht ComMPpANY 
Domestic Data 


Monthly Average Average Yearly 


Number Bill 


Town 


Hartford 
Granby 
Bloomfield 
East Granby 
East Hartford 
Rocky Hill 
West Hartford 
Wethersfield 
Tariffville 
Windsor 


Average 
Rate 
1935 


Use per 
Customer 
934 1935 
735 
1,955 
1,929 
1,596 


% of 


Increase 
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FIGURE III 
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(after 11 P. m.), the latter being al- 
most entirely water heating. 
The summary of Hillcrest road is: 


Average kw. hr. used per customer, 4,200. 
— revenue received per customer, 


Average rate earned by the street as a 
whole, 2.3¢ per kw. hr. 

Lowest individual earned rate, 1.4¢. 

Highest individual earned rate, 4.9¢. 

Castlewood road is a similar street 
in West Hartford where as previous- 
ly pointed out the average of all do- 
mestic customers in the town was 
1,885 kilowatt hours. It is also 
served by a 25-kilowatt transformer 
and its summary shows very similar 
results : 


Average kw. hr. used per customer, 4,400, 
—— revenue received per customer, 


Average rate earned by the street as a 
whole, 2.2¢ per kw. hr. 

Lowest individual earned rate, 1.6¢. 

Highest individual earned rate, 4.4¢. 

The inventory of major appliances, 
indicates a very high water heater 
saturation (11 out of 26 houses). It 
would of course be impossible to carry 
this street on its 25-kilowatt trans- 
former if the water heating were done 
without the clock control which per- 
mits them to operate only between the 
hours of 11 Pp. M. and 7 A. M. The 
range density of 18 out of 26 houses 
is also noteworthy as well as the 100 
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TABLE II 


Hixicrest Roap 
SumMaARY oF Domestic Business—1935 


Street Refrig- Water Kw. Hr. Yr. 
Number erator Range Heater Day Night 

20 1,837 
2,436 

1,795 

3,114 

1,934 

773 


1,784 


Total ¢ Per 
Yearly Bill Kw. Hr. 
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TABLE III 


CasTLEwoop Roap 
SumMaARY OF Domestic Bustness—1935 


Street Refrig- Water 
Number erator Range Heater 


ee ene en naan nae 
w 


wn 


eee nen ed 


53,185 


e 


per cent mechanical refrigerators—of 
these last, however, two are gas op- 
erated. 


8 beat ocamesn ache lowering of rates 
in the manner heretofore made 
in response to public demand only 
makes the problem of giving the com- 
plete service to which the public is en- 
titled that much harder to accomplish ; 
and no matter how desirable is the 
maximum of rate simplicity it is in- 
compatible with a rate structure which 
will satisfy the real economic require- 
ments of the public, unless so low as 
to be impractical except in operations 
which may be the beneficiaries of gov- 
ernmental subsidies during the many 
years which must elapse during the so- 
called “developmental period” while 


Kw. Hr. Yr. 
Day 
1,210 
1,982 
4,115 
1,185 
2,680 
1,953 
1,787 
2,509 


Total ¢ Per 


Night Yearly Bill Kw. Hr. 


eo 
Laz 


3,550 


2,384 


PNK dDOWHOS NENLOP 


188.80 
101.28 
150.72 
125.04 
180.60 
Not Occupied 
New House 


$2,223.75 


6,348 
6,600 
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47,155 


“sufficient volume of use” is being 
built up to make such prices self-sus- 
taining. 

This latter method is the one for- 
merly taken in Ontario where initially 
only $8 per customer per year was 
collected—hardly enough to pay the 
cost of billing alone. 

That the Federal operations are 
subsidized will eventually be under- 
stood by the public as an explanation 
but will not be accepted as a valid rea- 
son why they should not be able also 
similarly to enjoy the comforts of an 
electric home. 

The public will recognize that the 
subsidy comes out of their pocket and 
therefore will feel that they also 
should enjoy the fruits since they pay 
the freight. 








Must Municipalities Pay 


Severance Damages 


When they take only a portion of a 
utility company’s property? 
By JAY SAMUEL HARTT 


TATE Constitutions and statutes 
S relating to the taking of proper- 
ty for public purposes quite gen- 
erally provide that the owner shall be 


paid just compensation. Interpreting 
such provisions the courts have uni- 
formly held that the term “just com- 
pensation” to which an owner of prop- 
erty is entitled when a part of his 
property is taken, includes not only 
the value of the part taken but the 
diminution in value of the remainder 
of his property which is not taken. 
This diminution in value of the prop- 
erty not taken is covered by the term 
“severance damages”; that is, dam- 
ages arising from the severance of a 
part from the whole of the property. 

As a concrete example let us sup- 
pose that a railroad runs across an 80- 
acre farm and takes 10 acres of land 
worth $100 per acre. Just compensa- 
tion to which the owner is entitled is 
not only the $1,000 for the ten acres 
of the land taken, but also damages to 
cover the diminished value of the re- 


mainder of the farm resulting from 
the railroad running through it. This 
diminution in value of the remaining 
part of the farm results from in- 
creased expense to operate, excess 
building capacity, increased hazards to 
live stock, decreased desirability, and 
all similar causes that affect value. 

Under the prevailing weight of au- 
thority the farmer is entitled, under 
such circumstances, to damages on ac- 
count of the diminished value in the 
remainder of the farm because there 
is a “taking” of his property within 
the meaning of the Constitution and 
statutory provision relating to taking 
of property for public use. 

To state the proposition another 
way, when the owner’s right to use a 
thing is taken from him, or his right 
to use is diminished, there is a taking 
of his property in the thing for which 
he is entitled to compensation under 
constitutional and statutory provisions 
which provide for just compensation 
for the taking of property. 
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I" these days of renewed municipal 
utility ownership activity the ques- 
tion naturally arises—do not these 
principles with respect to just com- 
pensation and severance damages 
(uniformly applied in the taking of 
property for railroad, highway, and 
other public purposes) apply to the 
taking of public utility property by 
municipalities, or other public bodies, 
where the public utility property taken 
is severed from a unified system? 
Offhand, it would seem only consist- 
ent that these principles of just com- 
pensation and severance damages 
should apply to the taking of public 
utility property with the same force 
and effect as they apply to the taking 
of other property for public purposes. 

We assume, of course, that the 
owner of the public utility property 
has not waived his right to full com- 
pensation, or agreed to accept a modi- 
fed measure of compensation. To 
entitle an owner of property to sever- 
ance damage where a part is taken 
from the whole there must be unity of 
use of the part taken with the re- 
mainder of the property. The rule 
has been stated as follows: 


The cardinal rule in determining whether 
damages should be limited to the piece of 
ground taken in eminent domain, or ex- 
tend to other portions of land owned by the 
same party, seems to be that unity of use 
determines the question.! 


Ts public utility owner should 
determine the following in any 
municipal acquisition proceedings : 


1. Do the statutory provisions in 
the state provide that the owner shall 
receive “just compensation” for the 
taking of his property ; has the owner 
waived his rights to severance dam- 
ages, or has he agreed to accept a 


1Note to Sharpe v. a States (1902) 
ll2 Fed. 893, 57 L.R.A. 932 
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modified measure of severance dam- 
ages? 

2. Is the nature and character of 
the public utility property to be taken 
and its relation to the remaining prop- 
erty such that there is unity of use? 

3. Provided the determination of 
the foregoing reveals that the owner 
is entitled to severance damages, what 
is the amount of the damages and 
how can they be proven? 


The question of the owner’s right 
to severance damages in the taking of 
property must be determined by the 
counsel from the statutes of the state 
in which the property is located. The 
question of unity of use for any given 
property can be determined from an 
investigation of the nature and char- 
acter of the property to be taken and 
its relations to the property to remain 
after the taking. In cases where a 
number of electric distribution sys- 
tems are interconnected by transmis- 
sion lines and are supplied from com- 
mon power plants there is a real unity 
of use. In such cases severance dam- 
ages result from the taking of an in- 
dividual distribution system from the 
remaining property. Provided the 
statutes of the state permit the public 
utility owner to collect for damages 
resulting from municipal acquisition, 
the utility engineers should determine 
the amount of such damages to be col- 


lected. 
fe Bans damages resulting from the 
severance of an individual distri- 
bution system from an interconnected 
utility system fall into three classes, 
namely : 
1. Costs of binding together the re- 
maining property after severance of a 


part. 
2. Losses from rendering useless 
remaining property. 
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3. Losses from being required to 
operate the remaining property at a 
higher cost per unit of use. 


The first class of damages enum- 
erated above results from being re- 
quired to make extensions to existing 
transmission lines to serve rural lines 
previously fed from extensions to the 
distribution system taken; from being 
required to relocate existing substa- 
tions outside the community; from 
being required to move existing trans- 
mission lines to locations outside the 
community; from canceling leases to 
land and buildings not to be taken over 
by the municipality; and from many 
other similar causes. 

The second class of damages enu- 
merated above results from taking a 
part of the existing load from the 
power plants, transmission lines, sub- 
stations, and switching stations, and 
thus rendering them useless to that ex- 
tent. The company therefore loses a 
part of the use and hence a part of the 
value of the property not taken. 


i some cases where a small distribu- 
tion system is proposed to be taken 
from a large utility system, counsel 
for the municipality has argued that 
such damages would be inconsequen- 
tial because the natural growth of the 
remaining property will soon offset 
the loss in load. This contention is 
objectionable because a determination 
of damages in condemnation cases 


ordinarily does not allow for specula- 
tion as to the future. Damages must 
be determined at the time of taking. 
This is well settled by decisions of 
both the state and Federal courts, 
Another consideration is that other 
distribution systems may be con- 
demned and thus still further reduce 
the use made of the power producing 
and transmitting system till the exist- 
ing load may never be recovered. 

Counsel for municipalties some- 
times argue that the municipal utility 
may purchase power at wholesale af- 
ter severance and thus eliminate any 
loss of use. This is a speculation at 
best because one cannot tell whether 
the company will be willing to sell 
power at wholesale or if the munici- 
pality will be willing to buy at the 
rates asked by the company. Even 
though the acquiring municipality 
were willing to enter into a purchase 
contract for a period of years, the 
damages may not be lessened for the 
reason that such action only delays the 
time of experienced damages until the 
expiration of the contract. It would 
be quite risky to assume that power 
will be purchased at wholesale for all 
time to come. 


HE third class of damages enu- 
merated above results from be- 
ing required to operate the remain- 
ing property after severance of a 
part. Seldom if ever can a complete 


e 


“ . . . when the owner's right to use a thing is taken 
q from him, or his right to use is diminished, there is a 
taking of his property in the thing for which he is entitled 
to compensation under constitutional and statutory pro- 
visions which provide for just compensation for the taking 


of property.” 
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power plant be shut down to offset the 
load removed from the power system 
by the severance of an individual dis- 
tribution system. Likewise seldom 
can more than a short section of trans- 
mission line be removed after an in- 
dividual distribution system is taken. 
It is irrefutable that the more use 
made of an existing power plant or 
transmission system the lower the 
costs per unit of use. 

After an individual distribution 
system is taken away, certain costs 
will remain the same as they were be- 
fore the taking. The cost per unit 
of use of the remaining property will 
therefore increase. In other words, it 


costs the same to operate a given 
transmission line regardless of the 
amount of electrical energy passed 
over it. 

The above classes of severance dam- 
ages were recognized by the Cali- 


fornia commission. They enumerat- 
ed the items in the following lan- 
guage : 

The company in this proceeding is en- 
titled to an award of severance damages for 
loss sustained in binding together the physi- 
cal property remaining after severance, and 
for all damages sustained through diminu- 
tion in value of the property not taken, in- 
cluding carrying costs on property rendered 
permanently and temporarily less useful. 


4 Be methods used to prove the 
amounts of damages in any par- 
ticular case are simple in principle but 
may involve a considerable amount of 
work to determine the basic factors. 
The amount of severance damage 
under class one is determined by mak- 
ing an inspection on the ground to de- 
termine the best available method of 
mending together the remaining prop- 


*San Francisco v. Pacific Gas & E. Co. 
P.U.R.1929E, 529, 551. 
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erty and the cost thereof. In the case 
of leases to land and buildings not to 
be taken over by the municipality, the 
cost of fulfilling the lease is computed 
and the present value of that amount 
determined. 

The amount of severance damage 
under class two can be determined in 
the following manner: Every large 
interconnected company has power 
plants, transmission lines, substa- 
tions, and switching stations that are 
used for all communities served and 
may be grouped together as the main 
power system. Many companies also 
have lower voltage transmission lines, 
substations, and switching stations that 
deliver current from the main power 
system to outlying distribution sys- 
tems. They sometimes have small 
hydroelectric or Diesel electric plants 
situated on these lower voltage trans- 
mission lines which are not large 
enough to give more than voltage reg- 
ulation and some standby protection 
to an individual community. These 
transmission lines, substations, switch- 
ing stations, and local power plants 
are frequently referred to as the sec- 
ondary power system. They are for 
use of the individual communities 
served by them and in an allocation 
of property should be charged to the 
individual communities they serve. 
aoe present depreciated value of 

the main power system and of 
the secondary power system used by 
the distribution system to be severed 
must be determined. The percentage 
of the main power system that will be 
rendered useless by the severance of 
an individual distribution system is 
then determined by the relation of the 
demand of that distribution system at 
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Three Classes of Severance Damages 


6¢ HE damages resulting from the severance of an individual 
distribution system from an interconnected utility system 


fall into three classes, namely 


1. Costs of binding together 


the remaining property after severance of a part. 2. Losses from 

rendering useless remaining property. .3. Losses from being 

required to operate the remaining property at a higher cost 
per unit of use.” 





the time of the system peak (adjusted 
for line losses) to the total power sys- 
tem peak demand during the previous 


twelve months. This measures the 
extent to which the property to be 
taken is responsible for the size of the 
power system power plants, transmis- 
sion lines, and substations, and there- 
fore is the yardstick for computing 
damages. 

The value of the main power system 
rendered useless is determined by 
multiplying the present depreciated 
value of the main power system by 
this relation of demands at the time of 
the system peak. 

Likewise the value of each item of 
the secondary power system rendered 
useless is determined by the relation 
of the demand of the distribution sys- 
tem to be taken to the demand of all 
distribution systems that use the same 
property. 

The total of the various values of 
main and secondary power systems 
rendered useless represents the 
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amount of severance damages under 
class two named abuve. 


HE method used to determine the 
severance damages under class 
three is somewhat similar to that used 
to determine the damages under class 
two. Under average conditions the 
nonvariable expenses for the preced- 
ing twelve months, with or without 
their being attached to the distribution 
system to be taken, ‘are listed for the 
main power system and for the sec- 
ondary power system. This annual 
expense is then allocated to the distri- 
bution system to be taken on the rela- 
tion of demands explained above. 
The total of the nonvariable expenses 
allocated to the property to be taken 
represents the amount of annual ex- 
penses that will be added burden to the 
company. By capitalizing this annual 
added burden on a reasonable basis, 
the amount of severance damages for 
class three named above is obtained. 
In the case where. the village of 
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Brooklyn, Wisconsin, sought to con- 
demn the local distribution system and 
in many other cases the writer has 
ysed the methods outlined above to 
prove the amount of severance dam- 
ages. In that case the physical prop- 
ety to be taken had a value of ap- 
proximately $10,000. The severance 
damages claimed amounted to $56,- 
106 divided as follows: 


1, Cost to mend together remaining 
property 

2. Losses from rendering useless 
remaining property 

3. Losses from being required to 
operate remaining property 


iN first thought it appears unrea- 
sonable to claim damages of 5.6 
times the value of the physical proper- 
ty to be taken. Careful analysis does 
not bear this out however. Item one 
results from necessary changes to con- 
nect together the remaining transmis- 
sion and farm lines and from moving 
transmission lines, farm lines, and a 
substation outside the village limits. 
These expenses were all occasioned as 
aresult of a physical layout of exist- 
ing property and are actual amounts 
of expense that would arise. Item 
two measures the value of the power- 
producing property required to supply 
the community and which would be 
rendered useless after the taking of 
the Brooklyn distribution system. 
The sum of this value and that of the 
distribution system is equivalent to the 
value upon which the present Brook- 
lyn rates are based. The company’s 
total investment is divided as follows: 


% of % of 
Investment Customers 
A. Power system 77.6% 0. 
B. Urban distribution . 14.5% 90.0% 
C. Rural distribution .. 7.9% 10.0% 
100.0% 





The damages claimed under item 
two are approximately four times the 
value of the distribution system to be 
taken. It is relatively less than would 
be obtained for the company as a 
whole if proper adjustment was made 
to place rural distribution on a com- 
parable investment basis to urban dis- 
tribution. The fixed charges on the 
investment in power system made to 
serve Brooklyn could not be passed on 
to the remaining customers on the 
company’s system without increasing 
existing rates. The rates could not be 
increased because of the loss for the 
reason that they must be based on the 
value of the property actually used 
and useful to serve the public. The 
property rendered useless would cease 
to be used and useful after severance 
of the Brooklyn distribution system. 
The amount of damages claimed un- 
der item two cannot be other than rea-. 
sonable when considered in this light. 


| ser three results from increasing 
operating costs per unit of use of 
remaining property after severance of 
the Brooklyn distribution system. 
None of the company’s power plants, 


transmission lines, substations, or 
switching stations could be removed 
from service because of the severance. 
The same number of employees would 
be required to operate the power sys- 
tem. The exact same total cost of op- 
erating hydro plants, transmission 
lines, substations, and switching sta- 
tions would be experienced before and 
after severance. In fact the only re- 
duction in cost to operate the power 
system would be a saving of coal in 
the steam plants and possibly a negli- 
gible amount of plant maintenance. 
The amount of energy handled would 
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be less and hence the cost per kilowatt 
hour would be increased. As this loss 
may occur for an indefinite time in the 
future a 10 per cent capitalization of 
the annual loss was considered fair as 
a measure of damages. This annual 
loss could not be passed on to the re- 
maining customers, as previously ex- 
plained, hence it is a real damage that 
would be experienced by the company. 
In the above-named case the Wis- 
consin Public Service Commission, in 
their decision of July 6, 1934, said: 
We have no doubt that losses may and do 
occur, to such other property; nor have we 
any doubt that they may be both large and 
serious. But nevertheless, it seems clear 
to us that such losses are of necessity 
damnum absque injuria. 
They therefore admit the company 
will experience damages but maintain 
that they are not recoverable at law. 


HE decision was based on a con- 

struction of the Wisconsin stat- 
ute in a case where an indeterminate 
permit was granted after the public 
utility law was passed. The commis- 
sion has made like decisions in cases 
where franchises existing at the time 
the public utility law became effective 
were thereafter surrendered and an in- 
determinate permit accepted by the 
utility in lieu of the franchise sur- 
rendered. No determination of sever- 
ance damages has been made by the 
present commissioners in cases where 


a franchise was held at the time the 
public utility law became effective and 
where the franchise has never been 
surrendered. Previous to the appoint- 
ment of the present commissioners, 
there is a long line of cases decided by 
the commission where severance dam- 
ages were consistently allowed. 

In the Brooklyn Case * the Wiscon- 
sin Supreme Court affirmed the com- 
mission on the grounds that the Wis. 
consin statutes fixed the measure of 
compensation by providing that the 
municipality should pay the value of 
the property actually taken and that 
the utility in accepting the indeter- 
minate permit consented to and agreed 
to be bound by the provisions of the 
statute. This case or one of the simi- 
lar cases now before the commission 
will undoubtedly be appealed to the 
United States Supreme Court for final 
determination. Not until then will the 
utility companies operating in Wis- 
consin know what the future may be 
in municipal acquisition cases. Mean- 
time, it should be emphasized that this 
Wisconsin court decision was an in- 
terpretation of local statute and did 
not deny the equality of the claim for 
severance damages on its own merits. 
On the contrary, the state commission, 
as heretofore quoted, expressly rec- 
ognized the basis of such a claim. 


own 219 Wis. 104, 10 P.U.R.(N.S.) 





Does the Supreme Court Lust for Power? 


£4 Ca. by the determination to constitute themselves the exclu- 

sive instrument ‘for the preservation of our institutions,’ and 
recklessly singling out as paramount among those institutions the ways 
of government and economic society sanctioned by the economics of a 
century ago, a majority of the (Supreme) Court is prepared at all 
costs to mold the Constitution to its end.” 
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—Raymonp Morey, 
Editor, Today. 





QD wl 


ie i le ee ee ee, eee) Ae Se ak 6 [6 6 Gee 


“Our Gas Company” 


A NEw relationship between the Detroit City Gas Company and 

the public under the Detroit Plan of regulation by which the 

domestic customers in the metropolitan area are taken into virtual 
partnership with the company’s stockholders. 


By JOHN W. SMITH 
PRESIDENT, DETROIT COMMON COUNCIL 


HIs year is destined to be one of 
[ite most significant in the utility 
history of Detroit because it is 
to mark the introduction into this city 
of Texas natural gas that is nearly 
twice as efficient a fuel as the 530 


B.T.U. manufactured gas now provided 


consumers. The Panhandle Eastern 
Pipe Line Company has contracted to 
furnish the Detroit City Gas Company 
with natural gas, up to 90,000,000 
cubic feet daily, beginning this month. 
To this end, the Panhandle Eastern 
has just completed (July 10th) an 
extension to its pipe line, which orig- 
inates in the Amarillo field in Texas, 
from a point in western Indiana to 
Detroit. Of more than incidental 
interest is the fact that the con- 
tract provides for nearly a 1,200-mile 
haul, which, I am informed, is the 
longest natural gas haul in the United 
States. 

William G. Woolfolk, president of 
the Detroit City Gas Company, has as- 
sured officials of the city of Detroit, 
that there will be no attempt to use 
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mixed gas, which has been the curse 
of many cities. The change-over, 
while necessarily gradual, is to be a 
complete one, from manufactured gas 
to straight natural gas. 

Bringing natural gas to this city will 
mark the successful conclusion of a 
10-year campaign. But, important 
and gratifying as it is, of even greater 
significance not only to this city but to 
the entire utility world is the fact that 
1936 also will witness the launching 
of the Detroit Plan for regulating the 
earnings of our gas company. I am 
using the phrase, “our gas company,” 
advisedly because the Detroit Plan 
provides for taking all domestic gas 
consumers in the metropolitan Detroit 
area into virtual partnership with the 
Detroit City Gas Company. In this 
connection, I believe I can state with 
confidence that the Detroit Plan will 
herald a new era in the relations be- 
tween public utilities and consumers. 

But before presenting details of our 
plan, I think it would be advisable for 
me to sketch briefly the developments 
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leading up to the signing of the agree- 
ment between the city of Detroit and 
the Detroit City Gas Company so that 
the reader may better understand the 
Detroit situation. 


XN the outset, let me explain that 
Detroit has a mayor-council type 
of government of which I believe we 
can be justifiably proud for several 
reasons, not the least of which is 
our financial rehabilitation since the 
gloomy days of the depression. (Oh, 
yes, the depression is referred to in the 
past tense in this city.) In this con- 
nection, let me say parenthetically that 
Detroit city bonds, which were selling 
at about 35 in 1932, now are selling 
above par. Another fact that may be 
of interest is that party politics have 
played no part in Detroit elections 
since 1919, when the nonpartisan bal- 
lot was established under provisions 
of our new charter. 


The mayor of Detroit has much © 


broader executive powers than has the 
chief executive of the average metro- 
politan city, while the nine members 
of our legislative body, the common 
council, of which I happen to be presi- 
dent, possess unusual freedom of ac- 
tion largely for the reason they have 
no political affiliations and are elected 
at large rather than on a ward repre- 
sentative system. I believe these facts 
help to explain why Mayor Frank 
Couzens (the son of United States 
Senator James Couzens) and mem- 
bers of the common council have had 
the courage to fight for natural gas in 
the face of bitter opposition from 
many quarters. 

For many years we looked to Michi- 
gan fields as a potential source of an 
adequate natural gas supply for De- 
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troit and, while we have not yet aban- 
doned this hope, repeated surveys by 
privately employed and government 
engineers convinced us that the fields 
so far developed in this state were not 
adequate to meet our needs. 


N the other hand, Mr. Woolfolk 
kept informing us he was unable 
to obtain natural gas from concerns 
controlling pipe lines from the West 
Virginia and Texas fields at a satis- 
factory gate rate. While we received 
these statements with considerable 
skepticism in view of the fact that Mr. 
Woolfolk was making a substantial 
profit out of his manufactured gas 
business, we were unable to disprove 
them. And, in all fairness, it should 
be pointed out that subsequent events 
proved he was telling us the truth. 
This may be considered a partial rec- 
ompense for the rather harsh grilling 
to which we subjected Mr. Woolfolk 
during the course of our long fight. 
At all events, our natural gas cam- 
paign had reached a hiatus when, late 
in 1934, the Detroit City Gas Com- 
pany promulgated a new rate schedule 
that increased the domestic rate from 
77 to 83 cents per thousand cubic feet. 
Both Mayor Couzens and the com- 
mon council felt such an increase was 
unwarranted at the time. We also re- 
sented the fact that the announcement 
was made without warning by a com- 
pany operating on a day-to-day agree- 
ment with the municipal government, 
the company’s franchise having ex- 
pired in 1923. We therefore prompt- 
ly asked that the effective date of the 
new rates be postponed to give us an 
opportunity to audit the company’s 
books. This request was granted and 
the new rates, originally announced 
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“OUR GAS COMPANY” 


for January 8, 1935, did not go into 
effect until April 8th. We engaged 
Frank P. Fisher, of California, who 
has been employed by several cities in 
gas rate controversies, as our consult- 
ing engineer. 


HEN the new rates finally became 

effective, we promptly filed suit 
against the gas company in the Wayne 
County Circuit Court, charging in our 
bill of complaint that the rates were 
unjustifiably high and petitioning for 
an injunction to restrain the company 
from exacting them. This suit, which 
was delayed because we wished to as- 
semble complete information on the 
company’s financial history, the value 
of its property, and its earnings, nat- 
urally precipitated considerable ill 
feeling between city officials and the 
gas company. 

The attack on the manufactured gas 
rates inevitably switched to a renewal 
of the campaign for natural gas and it 
was felt at the city hall that the only 
sure way of obtaining natural gas 
would be through the establishment of 
amunicipally owned gas system. With 
Mr. Fisher and Mayor Couzens sup- 
porting the plan, the common council 
therefore put itself on record in favor 
of creating a municipal system as soon 
as a favorable vote could be obtained 
from the citizens and financing ar- 
rangements completed. The first step 


mum, earning of $3,850,000 a year. 


in the plan was to build a natural gas 
belt line along a route that would con- 
tact all our large industrial plants. We 
obtained assurance that we would re- 
ceive Federal funds to finance this 
project. 

We were basing our new hope for 
natural gas on information given us 
by Frank P. Parish, who, as president 
of the Missouri-Kansas Pipeline Com- 
pany, had built the Panhandle Eastern 
pipe line. Mr. Parish told us that 
90,000,000 cubic feet of natural gas 
was daily available at the end of his 
line, near Dana, Indiana, but that he 
was unable to market it because the 
Columbia Gas & Electric Corporation, 
which had obtained control of the 
Panhandle Eastern, was deliberately 
ruining the Parish concern. 


EADERS of this publication no 
doubt are familiar with the court 
fight that ensued, with the Federal 
government attacking Columbia on 
the charge it was operating in restraint 
of trade. It was the Federal govern- 
ment’s entrance into the situation that 
brought Columbia officials to Detroit, 
apparently anxious to pipe natural gas 
to Detroit in order to purge itself of 
the evil practices which the govern- 
ment had attacked. After lengthy 
negotiations with both the gas com- 
pany and city engineers, Columbia 
officials finally signed the contract with 
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All earnings 


q “THE Detroit Plan allows the gas company a base, or mini- 


beyond the $3,850,000 level are to be divided among 
Had this plan been in 
effect during the last decade, domestic conswmers would 
have received dividend checks totaling in excess of 
$6,000,000 on the sale of manufactured gas.” 


domestic gas consumers. 
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Mr. Woolfolk, providing for the de- 
livery of natural gas here at a gate 
rate which appeared quite satisfactory 
to Mr. Fisher, who, in fact, prepared 
the cost figures on which the gate rate 
is based. Inasmuch as getting natural 
gas was our major objective, we there- 
fore abandoned plans for a municipal 
gas system and Mr. Fisher and Mr. 
Woolfolk began a long series of con- 
ferences out of which evolved the De- 
troit Plan. 

It was Mr. Fisher’s contention 
throughout that a long and expensive 
rate fight in court would not only be 
costly to both the city and the gas 
company but would necessarily reach 
an unsatisfactory conclusion as the 
real issue at stake was whether the new 
rates were too high. The question of 
a proper rate for natural gas was not 
at issue so an additional court battle 
would have followed even had the 
court upheld the city’s contention 
then before the court relative to the 
manufactured gas rate. Mr. Fisher’s 
Detroit Plan not only eliminated all 
the nonsense involved in establish- 
ing an alleged rate base (which are 
arguments that only lawyers win) but 
offered a permanent solution to the 
rate question that proved highly satis- 
factory to both the city of Detroit and 
the Detroit City Gas Company. The 
Detroit Plan, therefore, representing 
an agreement between the city and 
the gas company, was entered as a 
consent decree in the rate case. 


HE Detroit Plan allows the gas 
company a base, or minimum, 
earning of $3,850,000 a year. Mr. 
Fisher arrived at this figure not on the 
basis of the value of the company’s 
property (although this figure ap- 


proximates 7 per cent of Mr. Fisher's 
estimate of the value of the property, 
or only about 54 per cent of the com- 
pany’s book valuation) but, rather, by 
allowing the company an earning of 
about $10 a meter. Long experience, 
he pointed out, has proved this com- 
pany requires this amount to operate 
efficiently and earn a reasonable profit 
which will adequately support its 
credit rating and thus minimize its 
fixed capital. 

All earnings beyond the $3,850,000 
level are to be divided among domestic 
gas consumers and the company’s 
stockholders, according to this proce- 
dure: The first $550,000 earned in 
excess of the base figure shall be split 
evenly between the consumers and the 
stockholders, the consumers to receive 
their share in the form of cash divi- 
dends at the end of the fiscal year. 
All additional earnings shall be divid- 
ed on the basis of 75 per cent to the 
consumers and 25 per cent to the 
stockholders. 

Thus, the company will have an in- 
centive to build up its sales to the 
highest possible point, while prosper- 
ity for the company automatically 
will mean an indirect reduction in do- 
mestic gas rates. Had this plan been 
in effect during the last decade, do- 
mestic consumers would have received 
dividend checks totaling in excess of 
$6,000,000 on the sale of manufac- 
tured gas. In view of the fact that 
manufactured gas sales in the Detroit 
area never exceeded 95,000,000 cubic 
feet a day and predictions by. both 
Mr. Fisher and gas company officials 
that natural gas sales in this area will 
reach 200,000,000 cubic feet daily, the 
potential returns to domestic consum- 
ers become strikingly evident. 
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Elimination of Harmful Rate Controversies 


“se (the Detroit Plan) eliminates at one stroke 
the constant threat of long and expensive 
litigation over gas rates and the harmful effect 
of court wrangles on the credit and prestige of the 
company, the dividends which the gas 


company will pay out to domestic consumers during 
the next twelve years will be substantially less than 
the price it has paid during the last twelve years (in 
dollars and crippled credit and damaged reputation) 
in attempting to protect itself from the wars waged 


by a mistrusting public.” 





[ is to be noted that only domestic 
consumers are to share in the com- 
pany’s earnings. This important as- 
pect of the plan developed naturally 
in light of the fact that industrial and 
commercial natural gas rates will ad- 
just themselves to a highly competitive 
market whereas domestically used gas 
enjoys a virtual monopoly. It also 
is to be noted that as industrial and 
commercial gas sales increase through 
the years—and Detroit offers a tre- 
mendous industrial gas market—the 
price which the home owner will pay 
for this fuel will gradually decrease. 
In addition to the base earning, the 
company also will be allowed a return 
of 7 per cent on all extensions and im- 
provements which may be necessary 
through the years. These and all oth- 
er expenditures will be subject to an- 
alysis by our city engineers and audi- 
tors. Should any dispute arise in this 
connection or in regard to any other 
phase of the plan, the matter will be 
placed before the circuit court for 
settlement, the court to function as an 
open forum for an indefinite period. 
It is believed, however, that disputes 


will be only of a minor character as 
the plan is so mutually beneficial to all 
concerned. 

Why is it so beneficial to the gas 
company? For many reasons. It 
eliminates at one stroke the constant 
threat of long and expensive litigation 
over gas rates and the harmful effect 
of court wrangles on the credit and 
prestige of the company, as Mr. Wool- 
folk has seen fit to point out on more 
than one occasion. Not many months 
ago, the gas company was faced with 
three attacks. One was the city’s rate 
case in circuit court, the second was 
the city’s suit in the United States 
Court which grew out of the city’s at- 
tempt to charge the gas company a 
rental fee for the use of the city’s 
streets and alleys, and the third was a 
rate fight brought before the state 
public utilities commission by a De- 
troit suburb. 


HEN the rental fee case started, 
gas company bonds dropped 
sharply in value. And, incidentally, 
it appears the city had an excellent 
chance of winning this case as the 
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Federal master-in-chancery, who had 
reviewed the case for the judge prior 
to a final decision, upheld the city’s 
position. When the rate case started, 
the company’s credit again was dam- 
aged. 

All these fights and disputes, 
brought about not by a heckling or 
vicious opponent but by a municipal 
government determined to see fair 
play between a utility and its consum- 
ers, have been dissolved. And let me 
predict at this point that the dividends 
which the gas company will pay out 
to domestic consumers during the next 
twelve years will be substantially less 
than the price it has paid during the 
last twelve years (in dollars and crip- 
pled credit and damaged reputation) 
in attempting to protect itself from the 
wars waged by a mistrusting public. 

The Detroit Plan also calls upon the 
gas company to adopt promotional gas 
rates, which Mr. Fisher has defined 
as the lowest rates necessary to pro- 
duce necessary revenues. While Mr. 
Woolfolk has not yet promulgated a 
natural gas rate schedule, it is expect- 
ed this schedule will reflect the spirit 
of the agreement. Strictly from a self- 
ish point of view, the gas company 
will be anxious to offer rates sufficient- 
ly attractive to care for the needs of 
all potential consumers and, in time, to 
bring new industries to Detroit. 


HE gate rate is to be slightly in 

excess of 33 cents per thousand 
cubic feet, on the basis of a 70 per cent 
load factor, with the rate to decrease if 
the load factor moves up, and vice 
versa. Industrial demands for natural 
gas, which the city thoroughly explored 
during its investigations into the feasi- 
bility of establishing a municipal plant, 


assure the gas company of an almost 
immediate market for the full capacity 
of the Panhandle Eastern’s pipe line. 
The company’s chief problem will be 
to maintain a satisfactorily high load 
factor. 

Development of the Detroit Plan 
naturally has been a great source of 
gratification to me as president of the 
common council and as head of the 
Cities Alliance. The latter organiza- 
tion, comprised of officials of a large 
number of midwestern cities, was 
formed last year to present a united 
front in the campaign for natural gas 
at reasonable rates for their communi- 
ties. It was this organization that 
played a large part in bringing sharp- 
ly to the Federal government’s atten- 
tion the fact that there has been and is 
a tremendous waste of natural gas in 
Texas, due largely to the stripping 
evil; that gave the government some 
of its thunder for the suit against Co- 
lumbia at Wilmington, Delaware, and 
that helped stimulate the investiga- 
tions by the Federal Trade Commis- 
sion into all aspects of the natural gas 
business. 


HE cities that are members of 
this alliance will, I hope, find 
ways and means of profiting by De- 
troit’s experience. The time certainly 
has come when funds spent by utilities 
for high-priced lawyers and lobbyists 
can be diverted into more profitable 
channels. There will be no need for 
lobbyists or chiselers or connivers 
when utilities realize that they can best 
help themselves by working out fair 
and honest rate plans with their con- 
sumers. 
Mr. Woolfolk has taken a progres- 
sive and unprecedented step. 
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The Answer to “Why House- 
holders Do Not Use 
More Electricity” 


T= article in the February 27, 1936, issue 
of Pusiic Utitities FortnicHT ty entitled 
“Why Householders Do Not Use More Elec- 
tricity” is entitled to an answer. 

The statement is made that “At present 
rates it is generally true that the consumer 
uses all he feels he needs, and consequently 
unless his needs grow he will use no more, 
even at a lower rate.” This is surely not a 
correct statement for it is not generally true 
that the consumer uses all he feels he needs 
at the present rates. It is generally true that 
the consumer’s needs are with him always. It 
is also generally true that he supplies these 
ever-present needs in some manner and to the 
best of his ability. One of these ever-present 
needs is light. He uses one or more lights as 
those needs require. But the lower right- 
hand corner of his monthly bill determines 
whether or not the needs during the month 
for which that figure applied were supplied 
reasonably within his power to supply them. 
Mrs. Consumer tells Mr. Consumer that the 
family must not turn on as many lights next 
month or they must both use the same room 
in the evening in order that they may enjoy 
the use of man’s greatest servant. 

Another need is hot water. Mr. Consumer 
goes into the market and begins to inquire as 
to cost. His neighbor tells him, “I heat my 
water with an electric heater and for conven- 
ience it just can’t be beat.” The question of 
monthly cost arises. Mr. Consumer tells his 
neighbor that while he would like very much 
to enjoy the convenience of electrically heated 
water he cannot afford it and that he will have 
to use the bucket-a-day stove. How foolish 
to think that Mr. Consumer would not use 
electricity for everything in the house for 
which such energy could be used if he could get 
it reasonably. There isn’t an electrical gadget 
on the market that doesn’t come into exten- 
sive use once it is invented. Such use is lim- 
ited only by what that use costs Mr. Consum- 
er. Years ago had Mr. Henry Ford said to 
himself, “Oh I couldn’t afford to produce an 
automobile for $500,” we would still be using 
horses. But instead Mr. Ford wondered what 
Mr. Consumer would do if the cost of the use 
were put low enough. Mr. Consumer an- 


swered all the questions beyond any doubt. 
And incidentally put this country about where 
it is today. 


HE article referred to states: “The fun- 

damental question is ‘How can the con- 
sumer increase his consumption?’” This 
seems to me remote from the fundamental 
question. Why should the utility worry it- 
self about how the consumer can increase his 
use of man’s most valuable servant? The 
utility’s job is to “produce” that which it 
sells. Do as Henry Ford did—let Mr. Con- 
sumer worry about whether or not he can use 
the products of the utility. Suppose Mr. Ford 
had said: “The fundamental question is how 
can the average man buy an automobile?” And 
suppose he then went on to worry hi f as 
to how the consumer’s purchasing power could 
be increased so that he could buy what Mr. 
Ford was contemplating producing. Let’s 
take a look at the record. Mr. msumer 
promptly showed the world that he could buy 
and keep buying the thing that has meant so 
much to the country. And one wonders some- 
time how much further the country could be 
built up if the producer of electricity adopted 
Mr. Ford’s methods. The only fundamental 
questions that should worry the utility, so it 
seems to this writer, are How cheap can I pro- 
duce electricity? and How cheap can I sell it 
for public use and still make a fair profit? 
These are the fundamental questions. 

Again, why should the cost of financing the 
appliances bother the utility? Let the appli- 
ance manufacturer worry about that. Cer- 
tainly such manufacturer cannot sell his ap- 
pliances unless he gets the cost low enough to 
make Mr. Consumer want the appliance. And 
it follows that Mr. Consumer will not buy the 
appliance unless the cost of what it takes to 
use the appliance is down where he can afford 
to pay for it. The cost of financing is the 
consumer’s problem, not the producer’s. Let 
the producer produce at a reasonable rate and 
Mr. Consumer will take care of consumption 
and financing. He did it with the automobile, 
radio, etc. 

Another statement is: “Conversely, where 
a customer can afford to buy a number of 
appliances he can also afford to pay the rates 
prevailing in most places for electric service.” 
Must the use of the greatest invention of the 
ages by the masses be governed by whether 
certain classes are able to pay the present 
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rates? And must those certain classes be 
penalized just because to lower the rates so 
that all could use would make their own use 
so cheap? Wouldn’t it seem to follow that 
somebody would try and invent or devise ways 
and means to get those certain classes to in- 
crease their use of electricity? We haven't 
seen the beginning of the use of electricity for 
the reason that we haven’t anybody “at the 
helm” who can see as far into electricity’s 
future as Mr. Ford saw into the future of the 
motor car. 


GAIN, there is the statement: “All the facts 
when analyzed lead inevitably to the con- 
clusion that greater electricity consumption 
per customer is principally a question of pur- 


chasing power as referred to increases in con- 
sumers’ installations of current utilizing de- 
vices, and is not primarily nor largely a mat- 
ter of electric service rates in most sections of 
our country.” Are the electric service rates 
based on the ability of the consumer to buy 
appliances, or are they based on cost of pro- 
duction plus a fair profit? The manufacturer 
cannot sell his appliances if Mr. Consumer 
will not buy. Mr. Consumer cannot buy un- 
less the rates are low enough. Make the rates 
low enough, make the consumers want the 
appliances, and the appliance manufacturer 
will be on the so-called “spot.” He will then 
see to it that the people who make his busi- 
ness possible are able to buy. 
—Rosert J. WILDE 








One New Dealer Who Does Not Want Complete 
Federal Ownership of Power 


T happened at the recent hearings before the Committee on 


Interstate and Foreign Commerce of the House of Rep- 
resentatives on the new Federal Rural Electrification Bill. 
Morris L. Cooke, Administrator of the REA, was testifying 
in favor of the proposed bill under questioning by Hon. 
Schuyler Merritt, Republican of Connecticut. Here is the 
record: 

Mr. Merritt. In any manufacturing business. Now, do you think, 
just to get your general idea, that it would be a good thing, on the 
whole, if the Federal government were to take over the electric business 
all over the United States? 

Mr. Cooke. You are asking me that as a question? 

Mr. Merritt. Yes. 

Mr. Cooxe. No; I should think it would be a calamity. 

Mr. Merritt. A grand thing? 

Mr. Cooxe. No; I think it would be a calamity. 

Mr. Merritt. I beg your pardon. I did not understand you. At least 
I agree with you about that. 


It would seem from Mr. Merritt’s reaction that he could not 
at first believe his ears; but now, at least, there is one Re- 
publican and one New Dealer in Washington who agree on 


something. 
—Excerpt rrom Hearincs on S. 3483. 
House Committee on Interstate 
and Foreign Commerce. 








Financial News 


and 
Comment 


By OWEN ELY 


A.T.&T. Narrows Gap 
between Earnings and 


Dividends 


CCORDING to an estimate by Dow 
Jones, American Telephone and 
Telegraph Company’s consolidated earn- 
ings for the first six months of this 
year will probably be at the annual rate 
of about $8 a share, which compares 
with $7.11 earned on a consolidated 
system basis for the calendar year 
1935. There has been some irregular- 
ity in the issuance of interim earnings 
figures due to the request of the New 
York Stock Exchange (later modified) 
that companies omit quarterly figures. 
In the first two months of the year, the 
system earned $1.31 compared with $1 
last year. 

Monthly net gains in telephone sta- 
tions have increased at an accelerating 
pace recently, the May gain constituting 
a seasonal all-time record, while the five- 
months’ gain to May 3lst was 71 per 
cent greater than in the corresponding 
months of last year. 

New York Telephone Co., first of 
the operating companies to report to the 
FCC, had gross earnings in the four 
months ending April 30th, 6.3 per cent 
larger than last year, and net operating 
income 18.7 per cent over last year. 
The company supplies about one fifth 
of the total Bell System revenues. 
However, a partial offset to the gain in 
earnings was the “surprise” move by 
the public service commission for an 
immediate cut in rates by the New 
York Company, on which hearings have 


been proceeding for the past two years. 
Chairman Brewster stated that first at- 
tention would be given to lowering spe- 
cial charges in the company’s tariffs, 
and that as business shows further im- 
provement additional rate reductions 
may be called for. If hearings contin- 
ued at the former rate of speed it might 
require an additional two years to close 
them, he stated, and analysis of testi- 
mony already given indicated that some 
immediate readjustments should be 
made. Company officials indicated their 
opinion that, while everything possible 
would be done to expedite further hear- 
ings, the commission had no legal right 
to close the case at this stage. 


¥ 


Consolidated Edison Merging 
Additional Units 


ONSOLIDATED Edison Company is 

further solidifying its system, fol- 
lowing recent enabling legislation passed 
by the New York state legislature. It 
has obtained permission from the public 
service commission to merge Yonkers 
Light & Power Co. and Brush Electric 
Illuminating Co. into the New York 
Edison Co., Central Union Gas Co. into 
New Amsterdam Gas Co., and Amster- 
dam Electric Light & Power Co. into 
Brooklyn Edison Co. Following com- 
pletion of secondary mergers, the com- 
panies owned directly by the parent 
company, such as New York Edison 
and Brooklyn Edison, will be merged 
into Consolidated Edison. The merg- 
ing companies are, from an operating 
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point of view, already an integral part 
of the Edison system. In earlier merg- 
ers this year Astoria Light, Heat and 
Power Co., New York & Queens Gas 
Co., and Standard Gas Light Co. lost 
their identity. 

Consolidated Edison has recently re- 
gained some of its old-time stock-market 
leadership in the utility group. Re- 
newed interest appeared due to the 
substantial savings now being effected 
through mergers and refunding opera- 
tions. Including the $30,000,000 New 
York Edison 34s to be issued shortly, 
refunding operations for the system 
now aggregate some $235,000,000. To- 
tal savings may average somewhere 
in the neighborhood of 14 per cent 
or approximately $3,500,000—which 
amount would be equivalent to about 
30 cents a share on the common stock. 
In addition to this, there should be sub- 
stantial savings in franchise and income 
taxes owing to the merger program. 

Of course, special local taxes imposed 
in the past two years remain a heavy 
burden on earnings and may make it 
difficult to recover the earning power 
enjoyed in former years. 


¥ 


Changes in North American 
Company System 


Po gegp sty to information disclosed 
in an SEC registration state- 
ment, American Cities Power & Light 
Corporation (together with its wholly 
owned subsidiary, Consolidated Hold- 
ings Corporation) in the past year has 
made large investments in stocks of 
affiliated utility and investment compa- 
nies (bank loans having apparently 
been used to finance some of these pur- 
chases). It has large holdings in North 
American Co., Blue Ridge, Central 
States Electric, Tri-Continental, Gen- 
eral Realty & Utilities, Electric Power 
Associates, and also owns 107,122 shares 
of Standard Cap & Seal Corporation. 

It is proposed to issue 150,000 shares 
of Class A stock to which will be at- 
tached warrants for the purchase of 
a like number of common shares of 


North American Co. during the period 
June 2, 1937, and June 1, 1941, at prices 
to be furnished by amendment to the 
present registration. Riter & Co., East- 
man Dillon & Co., and Hemphill, Noyes 
& Co. are the principal underwriters: 
further information regarding the un- 
derwriting and the price to the public 
will be furnished by amendment. 

The registration statement also dis- 
closed that North American Co.’s hold- 
ings of North American Light & Power 
Co. (which up to ten years ago was an 
independent system) have increased 
from the 43 per cent held during 1926- 
31 to 73.5 per cent at December 31, 
1935. The increase reflects the opera- 
tion of a joint agreement by Middle 
West Utilities Co. and the North Amer- 
ican Co., in underwriting annual stock 
offerings during 1932-6 for the purpose 
of paying off a $10,000,000 note issue; 
since Middle West Utilities was unable 
to fulfil its part of the agreement, North 
American assumed the full burden, with 
resulting acquisition of new stock as 
well as $4,000,000 notes of the Light & 
Power Co. 


¥ 


New Traction Unification 


Plan in New York 


it is reported that the “final” plan for 
transit unification to be presented to 
the state transit commission in the near 
future as a basis for public hearings will 
differ radically from the proposals pub- 
lished by Messrs. Seabury and Berle 
last year. An important concession will 
be the inclusion of the city’s independ- 
ent subway line under the mortgage lien 
provided for the bonds to be issued by 
the proposed board of transit control. 
Mayor La Guardia originally refused 
this concession, but finally agreed when 
the companies consented to waive fore- 
closure rights and recourse to receiver- 
ship in the event of future default on 
the new bonds. Under the new plan, in 
the event of default, the board of trans- 
it control will be replaced by a special 
board consisting of one representative 
of the bondholders and four public rep- 
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resentatives, and this board will operate 
the lines during the period of default. 
An obstacle not yet cleared up is said 
to be the desire of holders of the Man- 
hattan Railway Ist 4s that the city guar- 
antee any interest payments which the 
Federal court (now in control due to the 
receivership) may order paid, up to the 
time when the properties are transferred 
to the city. With several tax problems 
also to be ironed out, it seems unlikely 
that hearings on the plan will begin be- 
fore fall, particularly as the attitude of 
the transit commission is not yet clear. 
The delay in putting through the plan 
has necessitated some changes ; the pur- 
chase price of the B.M.T. properties has 
been raised about $5,400,000 (to a fig- 
ure slightly under $198,000,000) due to 
recent B.M.T. financing, additional in- 
vestments, and changes in the deprecia- 
tion fund. On the other hand the city 
will gain by reduction in the interest rate 
on $45,000,000 of its bonds, and issu- 
ance of $62,000,000 4 per cent Board of 
Transit Control bonds instead of the 
originally proposed issue of $84,000,000 


Ss. 


HILE the main agreement there- 
fore appears to be making fair 
progress, a “family quarrel” has devel- 
oped within the Interborough-Manhat- 
tan system with respect to the allocation 
(between security holders of the two af- 
filiated companies) of the gross amount 
to be paid for the system’s properties. 
The city authorities are said to be main- 
taining a “sjde-line” position with re- 
spect to this issue, apparently consider- 
ing it the function of the Federal court 
to apportion the $40,000,000 proposed 
payment between the various groups in 
the two companies. Directors of the In- 
terborough Rapid Transit recently indi- 
cated their opposition to renewing the 
December, 1934, agreement with the 
Manhattan Railway Co. for allocation 
of 66 per cent to the Manhattan Co. and 
34 per cent to I.R.T.; President Amster 
of the Manhattan Railway Co. coun- 
tered with a demand for an increase in 
Manhattan’s proportion to 75 per cent. 
The old 5-cent fare issue was also 
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brought to the fore by the suggestion 
of Chairman Delaney of the board of 
transportation that higher fares were a 
distinct future possibility regardless of 
unification. Even Mayor La Guardia 
has admitted that failure of unification 
would mean higher fares on all lines, or 
general transit chaos. The statements 
of Mr. Delaney and the mayor were 
made before representatives of banking 
interests, real estate groups, and busi- 
ness associations, many of which are not 
opposed to higher fares but are interest- 
ed in promoting real estate and business 
improvement by hastening proposed 
demolition of the Sixth Avenue Ele- 
vated Line and the Fulton Street Ele- 
vated Line in Brooklyn. 


* 


Public Service Recovers 
Rate Cut Losses 


uBLIC Service Corporation of New 

Jersey, whose rates were reduced 
last year, has apparently regained lost 
revenues somewhat sooner than its 
neighbor, Consolidated Edison—possi- 
bly due to more rapidly growing popula- 
tion and industries in its territory (ex- 
act comparison is difficult, however, 
since Consolidated Edison reports only 
on a quarterly basis). In the month of 
April Public Service gross showed a 
gain of nearly 1 per cent over last year, 
although net income lagged slightly. 
Earnings for the twelve months ended 
April 30th reflected more fully the ef- 
fects of the cut, per-share results 
amounting to $2.42, compared with 
$2.75 in the previous year. 

The company is expected to benefit 
during 1936 by its refunding operations. 
Total system funded debt at the end of 
last year amounted to about $179,541,- 
930, of which all but $18,195,610 in 
“perpetual” 6 per cent certificates rep- 
resented the debt of subsidiary or lessor 
companies. The principal subsidiary, 
Public Service Electric & Gas Co., sold 
$50,000,000 34s privately last July ; and 
$25,000,000 34s were sold to leading life 
insurance companies in May this year. 
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Unfortunately, perhaps, the parent com- 
pany has raised much of its capital 
through the issuance of noncallable pre- 
ferred stocks, so that no savings seem 
likely through any refunding operations 
on this portion (about $158,000,000 par 
value) of the company’s capital. 

Public Service, while classed as a 
holding company, is entirely intrastate 
in its operations (except perhaps for 
some interchange of power) and hence 
should not be subject to much Federal 
regulation. In November, 1935, the 
company asked the SEC for an order 
holding it not to be a subsidiary of Unit- 
ed Gas Improvement Co. or United Cor- 
poration. Although the former controls 
about 28 per cent and the latter about 14 
per cent of the voting securities of the 
company, neither one exercises any real 
control. 


rte of the system to include 
one of the eastern subsidiaries of 
the old Insull system—Jersey Central 
Power & Light Co.—is indicated by a 
recent letter sent to the protective com- 
mittee of National Public Service Corp. 
debenture 5s, stating that $5,000,000 
will be bid for 68 per cent of the com- 
mon stock, in the event that such stock 
should be offered at auction before Oc- 
tober Ist (this stock representing the 
only important collateral securing the 
debentures). Previously the Associated 
Gas & Electric system had acquired the 
other 32 per cent, in connection with a 
defaulted bank loan, from the Central 
Hanover Bank & Trust Co. Eventual 
acquisition of Jersey Central would still 
further increase Public Service’s control 
of New Jersey business; it already fur- 
nishes electricity, gas, and/or transpor- 
tation to about 90 per cent of the popu- 
lation. Electricity is supplied to some 
222 municipalities, gas to 294, and bus 
or traction service to 349. Electricity 
supplied about 55 per cent of total rev- 
enues last year, gas 24 per cent, and 
transportation 21 per cent. 

The system’s extensive trolley lines 
proved a considerable handicap during 
the post-war period of rising costs, al- 
though the dividend record since 1907 


remained unbroken. More recently the 
business has suffered from auto com- 
petition, transit revenues dropping from 
$42,800,644 in 1929 to $25,723,093 in 
1935, while electric and gas revenues 
showed little net change in the 7-year 
period. The transit companies (Public 
Service Codrdinated Transport and af- 
filiated companies) have operated in the 
red since 1929, last year’s net loss 
amounting to $1,106,988. Transporta- 
tion services include ferries and taxicabs 
as well as trolleys and busses. Current 
modernization of the bus system may be 
helpful in restoring the service to a 
profitable basis. Twenty-seven Diesel- 
electric busses have been ordered from 
the General Motors Truck Corporation, 
following preliminary tests. 


fp new bus, developed in codpera- 
tion with experts of General Elec- 
tric and General Motors, is the first of 
its kind to adopt a Diesel-electric prin- 
ciple similar to that now used in high- 
speed trains. Trolley mileage, which 
reached a maximum of about 61,000,000 
in 1920, dwindled to about one fourth 
that amount in 1935, while bus mileage 
grew from half a million in 1923 to over 
68,000,000 in 1935. 

Electric consumption is well diversi- 
fied, 1935 sales being 57 per cent for in- 
dustrial power, 40 per cent residential 
and commercial, and 3 per cent munici- 
pal. Gas sales were about 75 per cent 
domestic (including 5 per cent for house 
heating) and 25 per cent industrial and 
commercial. Electric facilities include 
5 steam-generating stations and the gas 
system 15 manufacturing plants. Elec- 
tric interconnection has been made with 
Philadelphia Electric Company, Penn- 
sylvania Power & Light aden 

taten Island Edison, and several other 
companies, 11 per cent of the com- 
pany’s requirements being obtained in 
this way in 1935. 

Electric rates were reduced June 1, 
1935, in compliance with an order of the 
New Jersey commission, for an annual 
saving of 13 to 21 per cent to consum- 
ers, and wholesale gas rates were also 
reduced, total annual savings to all 
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classes of consumers resulting from va- 
rious cuts being estimated at over 
$5,676,000. 

The company’s electric business has 

own faster than for the country as a 
whole; during the period 1927-35 kilo- 
watt-hour sales to ultimate consumers 
(excluding traction companies) in- 
creased about 47 per cent, while the total 
for the United States gained about 30 
per cent. In other words, the com- 
pany’s territory has been specially 
favored, possibly due to the effects of 
new bridges and tunnels across the 
Hudson. 

¥ 


New Financing 


l= bond offerings in the fort- 
night ended June 19th included 
$20,000,000 Oklahoma Natural Gas “A” 
44s and $10,000,000 convertible deben- 
ture 5s (also 42,200 shares 6 per cent 
convertible preferred and 133,200 shares 
common); and $10,000,000 California 
Water Service first 4s and $550,000 
serial 1}—44s. 

Prospective new issues include (with 
probable date of offering): June 24th, 
$32,493,000 Niagara Falls Power first 
34s of 1966 (Morgan Stanley & Co., 
Inc.); June 24th, $10,000,000 Broad 
River Power first mortgage bonds of 
1966 (Halsey Stuart & Co.) ; June 25th, 
$15,000,000 Potomac Electric Power 
Company first 34s 1966, and $11,000,- 
000 Western Massachusetts Company 
34 per cent notes 1946; June 29th, 
$3,000,000 Otter Tail Power Company 
first 4s 1961 and $600,000 secured 3 per 
cent notes of 1941 (Wells-Dickey Co.) ; 
June 30th, $12,500,000 Montana Dakota 
Utilities Company first 44s 1956 and 
$2,450,000 serial debentures 1937-43, 
and $32,000,000 Wisconsin Power & 
Light Company first “A” 4s 1966 and 
$3,700,000 serial debenture 4s 1937-46 
(Field Glore & Co.). June 29th, 150,000 
shares American Cities Power & Light 
Class “A” (referred to elsewhere). 

In connection with its reorganization 
plan Albuquerque Natural Gas Com- 
pany on June 16th registered with the 


SEC $1,750,000 first mortgage convert- 
ible 5s, 60,000 shares of 6 per cent pre- 
ferred stock, and 600,000 shares of com- 
mon stock. 

One of the most important of the 
forthcoming new offerings is the $30,- 
000,000 New York Edison 3} per cent 
bond issue. This offering constitutes 
another innovation by Morgan Stanley 
& Co., comparable to the “descriptive 
advertisement” policy initiated by that 
firm some time ago with SEC approval. 
Instead of signing an underwriting 
agreement with the company several 
days before the “effective” date of the 
issue (twenty days after registration) 
and then filing an amendment with the 
SEC giving price, coupon rate, etc., the 
firm plans to file a “post effective” 
amendment at some time after the 
twentieth day. In this manner the firm 
can “time the issue” to better advantage, 
taking into account the condition of the 
security markets, the imminence of oth- 
er important offerings, etc. Under the 
new plan underwriting risks can be re- 
duced owing to the greater elasticity of 
arrangements in respect to price and 
timing. 

= 


“Utility Finance Today”—An 
Interesting Summary 


eR following is summarized from 
an address before the Edison Elec- 
tric Institute by its newly elected presi- 
dent, C. W. Kellogg, chairman of the 
Engineers Public Service Company: 

The loss to the investor in utility se- 
curities due to receiverships has been 
estimated at about 5 per cent of total 
capital (about 2} per cent each for op- 
erating and holding companies) which 
compares with about 22 per cent of 
steam railroad securities now in re- 
ceivership, 37 per cent foreign securities 
in default, and 62 per cent of real estate 
securities defaulted. 

Total electric utility pr , less re- 
serves, amounts to some $14,251,000,000 
against which there are $13,686,000,000 
of stocks, funded debt, and advances. 
Of the latter amount 49 per cent repre- 
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sent funded debt—a sound financial 
structure. 

In the period 1923-1930 about $830,- 
000,000 a year was expended for con- 
struction, of which about $205,000,000 
was available from reserves and surplus 
and $625,000,000 was raised by security 
sales. In’ 1932-1935 construction aver- 
aged only $186,000,000 a year, while re- 
serves averaged $256,000,000, permit- 
ting some debt reduction. 

About one quarter of the utilities’ 
funded debt had been refunded in the 
fourteen months ended April, 1936 (all 
but about 1 per cent of the $1,510,000,- 
000 financing represented refunding). 

Generating capacity, excluding Fed- 
eral projects, increased about 18 per 
cent during 1929-35, while output in- 
creased only 2 per cent, and revenues 
declined 1 per cent. There was, there- 
fore, little need for Federal projects. 

The effects of government competi- 
tion are illustrated by the fact that in 
the Commonwealth & Southern System 
recent price quotations for the 6 per 
cent preferred stocks of its six principal 
subsidiaries showed an average price of 
105 for those outside of TVA territory, 
and 70 for those within that area. Only 
6} per cent of the $48,487,500 TVA 
construction charges in the last fiscal 
year were allocated to electricity, the 
other 934 per cent being allocated to 
things the taxpayers donated. In the 
new proposal for a Mississippi Valley 
Authority interest is eliminated in com- 
puting charges for power. Under the 
PWA program, 45 per cent of projects’ 
costs is donated by the government to 
any city which wants to compete with 
its local utility. 


NSUPERABLE difficulties in the original 

Securities Act of 1933 have been al- 
leviated by amendments and commission 
rulings. However, the fact that it is 
still considered desirable to avoid the 
expense and director liability involved 
in registration of offerings is indicated 
by the fact that in the fourteen months’ 
period ended April 30th, 19 out of 78 
utility bond issues have been sold di- 
rectly to large investors. 
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Registration costs are hard to esti- 
mate. An approximate cost formula 
would be a flat amount of $25,000 plus 
# per cent for the first $10,000,000 face 
value, 4 per cent for the second 
$10,000,000, and 4 per cent for all ex- 
cess over $20,000,000. The cost of 
registration is very heavy on small is- 
sues around $2,000,000 or $3,000,000, 
and it might be reduced some 25-30 per 
cent by having the prospectus take the 
place of the registration statement, with 
supporting exhibits placed on file. 
While bankers’ charges have averaged 
only about 2.15 points—much less than 
the rates of ten years ago—this is prob- 
ably due to the refunding character of 
most issues. 

Utilities require about $5 in plant for 
each $1 gross revenue—about seven 
times as much as the average industrial 
enterprise. This high investment ratio 
explains why utilities are natural mo- 
nopolies, since investors would not dare 
risk so much capital on a competitive 
venture, and this in turn has led to pub- 
lic regulation. Owing to regulation, the 
average utility is limited to just enough 
return to attract new capital, and must 
pay out practically all net earnings. It 
can count on retirement reserves for 
only about one fifth of plant require- 
ments. In raising the remaining 80 per 
cent of the capital necessary for growth 
the electric utilities had to create some 
new agency, since local bankers and 
business leaders could not properly or- 
ganize a continued supply of new funds. 
The holding company, this new agency, 
insured the financial risk by territorial 
diversification and large-sized opera- 
tions, and in addition has aided in engi- 
neering research, administrative efficien- 
cy, etc. 


N the eight years 1923-30 inclusive 

‘ about half of the present electric sys- 
tem was built, costing about $6,640,000,- 
000. Over one third of this amount was 
furnished by the holding companies. 
Without this strong equity position, it is 
doubtful whether the investment pro- 


gram as a whole could have been 
financed on a sound conservation basis. 








What Others Think 





TVA— Flower of the New Deal 


TUART Chase, the well-known liberal 
S economist and enthusiastic advocate, 
of national planning, has been writing a 
series of articles in the socialist weekly 
magazine—The Nation, under the in- 
dicative title, “TVA: the New Deal’s 
Greatest Asset.” Mr. Chase, whose 
talent for simplified and descriptive 
expression on the printed page, as well 
as the lecture stage, equals (indeed, in 
the opinion of some, surpasses) his abil- 
ity to analyze the complications of mod- 
ern political economy, is obviously 
thrilled with the possibilities of the 
TVA project. By this same talent for 
expression, he manages to impart this 
thrill to his readers, unless by reason 
of a contrary impression of factual im- 
plication, their convictions interfere 
with their acceptance of the delightful 
picture he draws of the wonderful work 
of human rehabilitation going on in the 
valley laboratory. 

Mr. Chase first gives us a forceful 
demonstration of the backward trend 
in some of the poorer sections of the 
valley. This is to show the enormous 
difficulty of the task which confronts 
any agency that is attempting to lift 
these sections out of the slough of eco- 
nomic degeneration and to bring about 
a rejuvenated system whereby wealth, 
health, and happiness can at least find a 
foothold once more. 

The striking example given is Grain- 
ger county, Tennessee, part of which 
will be under water when Norris dam’s 
reservoir is completely filled. Exclu- 
sively agricultural, Grainger county, ac- 
cording to certain “balance sheet” fig- 
ures quoted by Mr. Chase, had in 1932 
a total operating income of $465,000 
realized from crop sales, outside labor, 
and tourists. During the same period 
it had a total outgo of $820,000 for 


food, clothing, and equipment purchases, 
education, taxes, depreciation, soil loss, 
and miscellaneous items. This county 
deficit of $355,000 was offset by $143,- 
000 from Federal and state aid and in- 
surance receipts, leaving a net deficit of 
$212,000. Commenting on this dark 
picture, Mr. Chase states: 


The county thus keeps going by virtue of 
state and Federal aid, by sinking more deep- 
ly into debt, by cumulative depreciation of 
its agricultural plant, and by cumulative 
depletion of its natural resources. - 
menting on this study, David Cushman 
Coyle says: “When income is too small to 
include repairs, replacements, and fertilizer, 
civilization is in full retreat.” The end of 
the story cannot be long postponed. 
Grainger county can give up its motor cars, 
store clothes, and farm machinery if it must, 
and live as its forefathers lived—with 
sledges, tallow candles, and homespun. It 
can get along without the world beyond if 
worst comes to worst. But two questions 
are in order: Can Detroit and Internation- 
al Harvester get along without Grainger 
county? Why did the native stock leave 
England and Scotland in 1700 in order to 
achieve a standard of living in America in 
1940 appreciably worse than that of the old 
country at the time they left? 


T will be seen that Mr. Chase en- 

deavors to engage our sympathy 
for the underprivileged, destitute moun- 
tain regions, not by the mere sentimen- 
tal Tobacco-road type of “realistic” 
approach made popular some years ago 
by William Faulkner and other social- 
fiction writers, but by simple mathema- 
tics. Assuming the accuracy of the. 
figures quoted by Mr. Chase, Grainger 
county must have been exceptionally 
hard hit in 1932, which was in itself an 
exceptionally bad year, during which a 
number of other counties throughout 
the United States, including the vicinity 
of Detroit, could have used plenty of 
red ink on similar “balance sheets.” 
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Again, the fact that certain sections 
of our country become economically 
moribund and tend to disintegrate as 
they fall behind the march of national 
progress is a process not unknown here 
or abroad for centuries. Such economic 
evolution or devolution undoubtedly 
works individual hardship during the 
transitional periods, but eventually, 
through emigration and retrenchment, 
such areas gradually assume a more 
even relationship with respect to the 
general population and the difference is 
written off in various ways just as de- 
preciation and obsolescence is written 
off for particular units in the conduct of 
a great industry. Examples of such 
social calcification dot the pages of his- 
tory and the maps of the world. Adam 
Smith, John Stuart Mill, and even our 
own Emerson, recognized the necessity 
for balance between various units of a 
national structure. Even Mr. Chase 
concedes that Grainger county has got- 
ten out of balance because it no longer 
can produce goods or services that it 
can profitably trade with the outside 
world. 


Hee Mr. Chase believes that 
the balance can be restored, by 
adding to rather than subtracting from 
the weight of Grainger county. Here, 
he says, is the nub of the whole TVA 
plan. You can do three things for such 
places as Grainger county, he tells us: 


1. Move people out of submarginal and 
blighted areas and replant them in commu- 
nities which have a resource base or other 
exchange medium. This demands a drastic 
and a psychologically dangerous experiment 
in planned migration on a vast scale. 

2. Let the people stay and maintain them 
on the dole, their only function that of con- 
sumers. This is technologically possible— 
indeed, is being carried on to the tune of 
some millions of individual cases at the pres- 
ent time—but is fantastic from the human 
point of view. It means maintaining a quar- 
ter of the nation, more or less, as a huge 
charitable asylum. 

3. Reconstruct the resource base of those 
communities where reconstruction is pos- 
sible. Where it is flatly impossible, planned 
migration will have to be resorted to. The 
Resettlement Administration is now trying 
to work out a technique for the latter. Re- 
construction means building up the soil, re- 


storing the forest and grass cover, checking 
erosion, reconditioning the fisheries, taming 
the rivers, encouraging wild life and recrea- 
tion areas, supplying cheap energy, especial- 
ly from water power, establishing a certain 
number of new local industries—but not 
enough to result in wasteful duplication— 
maintaining a large ay cry of public 
works, particularly in the field of conserva- 
tion, to provide local cash income. On these 
conditions, and only on these conditions, can 
the people of hundreds of American commu- 
nities continue to call the homeland, home. 


In short, we can “oust them, feed 
them, or recondition them—-so that they 
may presently feed themselves.” The 
last, says Mr. Chase, makes more sense 
than the first two, “politically and psy- 
chologically”; the second makes more 
sense from an efficiency standpoint of 
the engineer, but is psychologically and 
politically valueless because it means 
keeping a junkyard of spare humanity 
or, as he puts it, maintaining a large 
section of our nation in a charitable 
asylum. The excellence of the TVA, 
we are told, lies in the fact that it places 
emphasis on the third remedy, although 
other New Deal agencies are fumbling 
around with the first two elsewhere. 


M®* Chase makes short shift of the 
constitutional objections to TVA. 
It is obvious that he thinks of the Con- 
stitution as an obsolete and legalistic 
nuisance, and frankly states that the 
evasive process whereby TVA must 
pretend to be preoccupied with naviga- 
tion, flood control, and national defense, 
whereas it is really concerned with pow- 
er and fertilizer production, industrial, 
agricultural, and social rehabilitation— 
are justified and necessary in order to 
get around the silly inhibitions laid 
down by the Constitution. “As a matter 
of fact,” he says, “and I trust the Su- 
preme Court is safely asleep when I 
whisper it—navigation is probably the 
least important aspect of the cycle.” 
The “cycle” is the interesting figure 
used by Mr. Chase to describe the effi- 
ciency of developing the Tennessee 
whereby the flow of water now drain- 
ing and damaging the valley through 
floods and soil erosion is checked and 
put to work by a program of reforesta- 
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St. Louis Post-Dispatch 


“MEN MAY COME AND MEN MAY GO—” 


tion and dam construction so that the 
valley land becomes green and anchored, 
fertilizer is produced from the air to 
rejuvenate the land, power is developed 
to give life to industry, and in short 
everything becomes just grand—all 
through intelligent planning. 

Mr. Chase explains how a codrdinated 
development of the Tennessee river 
under a single agency will harness and 


equalize the flow so effectively that “ev- 
ery bucket of water released from Nor- 
ris (on the Clinch) or other tributary 
reservoirs, will be used ten times.” It 
will develop, he tells us, 660,000 kilo- 
watts of continuous power when the 


whole program is completed. Mr. 
Chase passes very gingerly over the 
problem of where a market will be 
found for such power. He says, “The 
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dams, we may rest assured, are going 
to be used.” This assurance is based 
upon an analogy about highways ap- 
pearing after Henry Ford dumped 
cheap cars on the nation. Put cheap 
power in the Tennessee valley, Mr. 
Chase says in effect, and the market will 
develop. This view should interest the 
Ontario Hydro Electric Commission 
which recently had to repudiate con- 
tracts for power supply which the com- 
mission was apparently unable to dis- 
pose of at any price. 


ghey to the constitutional is- 
sue, it does not seem to occur to 
Mr. Chase that it might be more honest, 
even though somewhat slower, if the 
people were told about these broad, 
shining plans of the TVA and allowed 
to pass on them through the medium of 
a constitutional amendment. If our 
present constitutional “taboos” about 
government enterprise are silly or ob- 
solete, it would seem important for the 
nation as a whole that they should be 
removed rather than circumvented by 
deception. In this respect it might be 
said that Mr. Chase exhibits a perverse 
form of paternalistic snobbery in his 
contempt for constitutional “taboos.” 
Another “planning” enthusiast, high in 
the councils of the New Deal—Under- 
Secretary of Agriculture Tugwell, has 
likewise deplored the “hysterical attach- 
ment” of our people to the Constitution. 

Unfortunately, this position indicates 
a distrust in democracy—a lack of con- 
fidence in the people’s ability to make 
an intelligent decision (through consti- 
tutional amendment) on drastic changes 
in government policies. The citizen of 
New York or Massachusetts, for exam- 
ple, may want to have at least the privi- 
lege of consenting by ballot to the diver- 
sion of his tax funds to the rehabilita- 
tion of backward communities in the 
South. The Supreme Court may say 
that the government must get such ap- 
proval from the people before it does 
these things. But the planners say, in 
effect—no, we must slip it over on the 
voters by legislative subterfuge because 
it is best for the majority. Further- 


more, it is best because we say it is best, 
and the people might not know enough 
to appreciate it if we went through the 
process of constitutional amendment, 
Why look what they did to the Child 
Labor Amendment, etc., etc. . 

All this may be good “planning” but 
it hardly squares with traditional Amer- 
ican self-government. It smacks some- 
what of the dictatorship of the prole- 
tariat. 


R. Chase’s articles are most force- 
ful in depicting the need for co- 
6rdinated development of the valley, 
His contention that a series of dams on 
the Tennessee working under a com- 
mon plan will operate more effectively 
can hardly be disputed. The need for 
damming the “little waters” at the head 
sources and the need for protecting and 
increasing the surface growth through 
fertilizer and reforestation seem to be 
at least plausibly argued. 

However, Mr. Chase does not tell us 
why under such a program it is neces- 
sary to destroy the private utility busi- 
ness. He fails to tell us whether it is 
not possible to permit private utilities 
to participate in these broad plans. Is 
it not possible for the government to 
build check dams, plant trees, and at- 
tend to other matters that affect naviga- 
tion and flood control without at the 
same time extinguishing private enter- 
prise? 

Turning from such broader consider- 
ations to more specific economic prob- 
lems, we find some dissent as to the 
soundness of wholesale hydroelectric 
development from such an outstanding 
professional figure as Frank F. Fowle, 
consulting engineer of Chicago, and 
president of the Western Society of En- 
gineers. Addressing the recent sixth 
Midwest Power Engineering Confer- 
ence, Mr. Fowle reviewed the Federal 
power program as a whole rather skep- 
tically. He stated: 


Looking only at ultimate development, 
projects such as Wilson, Wheeler, Pick- 
wick, and Chickamauga, and particularly 
Bonneville, offer some hope of economical 
results if properly codrdinated with supple- 
mental modern steam plants, provided there 
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are neighboring markets to absorb the pow- 
er. But the first four will develop over 
1,300,000 kilowatts and the fifth 430,000 kilo- 
watts. The prospect of finding adequate 
markets within economic distance seems to 
have received scant study. It seems in- 
evitable that this power cannot be put to 
economical uses for years to come, if ever, 
and will be a temptation to plunge the gov- 
ernment into the power business. 

Let it not be said that engineers failed 
to come forward and with a remedy to safe- 
guard private enterprise and the millions 
of people dependent on it. The best eco- 
nomic remedy which can now be devised is 
for the government to suspend development 
of power on all of these projects, and in fu- 
ture develop only so much of the potential 
power as the private utilities can econom- 
ically absorb and distribute to the power 
markets of the country. Let the government 
cooperate with private industry instead of 
engaging in ruinous competition. 


pep vige detailed statistical study 
of the relative cost of power gen- 
erated by fuel as compared with hydro, 
Mr. Fowle added: 


Enough has been presented to make it 
reasonably clear that the economic trend of 
the future, in supplying large metropolitan 
load centers, will be toward steam plants 
located as near the market as practicable, 
except where circulating water is unobtain- 
able or too expensive, or fuel costs are pro- 
hibitive. Transmission facilities will con- 
tinue to be essential for interconnecting the 
bulk sources of supply and taking the bulk 
power to market;centers. Additional hydro 
sites which can be economically developed 
in combination with supplemental steam 
power will be attractive when not too far 
from markets, but projects of this type 
should receive even more careful scrutiny 
than has been given them heretofore. Fu- 
ture projects of the Boulder dam type will 
be very questionable at best. 

There is today more or less propaganda 
for more extensive interconnection of ad- 
jacent power systems and interchange of 
energy. If carried out as a national policy 
the trend would be toward a country-wide 
interconnected network of long-distance, 
high-voltage transmission lines. The facts 
brought out in this paper tend to prove, 
however, that such a program would be un- 
economic, 


Mr. Fowle concluding his paper, stated: 


Advocates of these undertakings always 
point to collateral benefits, such as flood 


control, water supply, navigation, and soil 
erosion. If these benefits are real, their cap- 
ital values can be estimated on a scientific 
basis from known facts, and then deducted 


from the total cost of the projects. Until 
this has been done, and as far as known it 
has not been, there is no basis for crediting 
the total cost of these power projects with 
any deductions. 

Although the waste of public money in 
constructing uneconomic and misplaced 
power developments is very serious of it- 
self, perhaps the most serious aspect of these 
undertakings is the development of surplus 
power on a scale that seems wholly inex- 
cusable. It cannot be doubted that this sur- 
plus will prove irresistible to politicians and 
radicals who wish to plunge the government 
into the power business, regardless of all 
opposition. The inevitable result of com- 
petition with regulated private industry 
which has already satisfied existing markets 
will be to destroy much of their business 
and prosperity, promote unemployment and 
distress, and ultimately ruin thousands of 
innocent investors. 


obey who like Mr. Chase are wor- 
ried about the ravages being visit- 
ed on our natural resources must have 
applauded the warning issued by Presi- 
dent Roosevelt in his recent address at 
Vincennes, Ind., commending the ex- 
ploits of George Rogers Clark. The 
President deplored the fact that the 
pioneers and their successors cut down 
timber and let loose the floods. No one 
stopped then to think that floods are 
preventable. However, it is possible to 
overdraw the picture even for such a 
worthy cause as conservation, accord- 
ing to the New York Times which stat- 
ed editorially : 


But apparently there were floods in the 
Northwest Territory before the pioneers 
began to cut down the forests. Our edi- 
torial comment on the Vincennes speech 
recalled how Clark’s little army of 135 men 
marched in winter the 180 miles from Kas- 
kaskia to Vincennes over the flooded low- 
lands of southern Illinois, “in water up to 
their waists and at times up to their necks.” 
This was in 1779, long before the axe of the 
pioneer and the laissez-faire capitalist could 
have made much of a dent in the primeval 
timber on the watersheds. 

Abnormal floods on the Mississippi were 
known as early as 1785. Indeed, this whole 
theory of floods produced by cutting down 
the forests and destroying the storage capac- 
ity of the soil has been brought into ques- 
tion. One reference book in its article on 
the Mississippi river puts the case bluntly. 
“The alluvial valley having been built up by 
the floods, it follows that they must 
always occurred.” 

But in any event it is well to remember 
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George Rogers Clark’s men up to their 
necks in the Illinois swamps. It is well to 
recall the miasmic Eden of Charles Dick- 
ens’ “Martin Chuzzlewit” and the river- 
bottoms civilization of Mark Twain’s 
origins. We will then revise the belief that 
our floods are a curse let loose on a hitherto 
blessed area by the wanton greed of its ex- 
ploiters. Actually people began to build 
levees in the Mississippi valley in the first 
half of the nineteenth century. 


IKEWISE, referring to President 
Roosevelt’s statement that recent 
dust storms resulted from ignorant and 
indifferent agricultural methods, the 
Times quoted from a recent work by 
Dr. Isaah Bowman (“The Pioneer 
Fringe”) to the effect that most of the 
flying soil today comes from Texas Pan- 
handle and similar arid lands which dry 
farming made arable. Most of the dust 
clouds are now blowing from what was 
always dusty land. Rain plus well drill- 
ing made this soil, and a failure of rain 
unmakes it. The Times concluded: 


Americans have obviously been free and 
easy with their natural resources. We have 
farmed and forested in a manner that older, 
poorer, and more crowded countries would 
consider shocking. We have taken out 
without putting back. 

But the case may be overstated. After 
all, there has been a good deal of elbow 
room in the country. It would be too much 
to expect of the American pioneer that he 


should bestow the same affection and care 
on his bounteous quarter sections that the 
European peasant does upon his two or 
three acres. O. E. Baker, discussing the 
problem in “Recent Social Trends,” thinks 
that erosion and other wastage are deplor- 
able, but not imminently alarming. We 
still have a vast reserve of land, equal in 
area to all the acreage now under cultiva- 
tion. 

In brief, conservation is a fine thing 
and undoubtedly needed now that we 
are getting along in years. But pillage 
is “a horrid word” as the advertise- 
ments would say. Once upon a time it 
was called the conquest of a continent. 
Today it is the correct thing to speak 
of “pillaging” the forests, and “ravish- 
ing” the soil and “plundering” the 
mines. After all, in a nation of 130,- 
000,000 people we do have something to 
show for it ‘whatever it was. 

—F, X. W. 


TVA: Tue New Dear’s Greatest Asset. 
Series of Three Articles appearing in The 
Nation. June 3, 1936, to June 17, 1936. 


Tue Nation’s Power Suppty: Its Econom- 
‘Ic DerveLopMENT UNDER Private ENTER- 
PRISE. Paper presented by Frank F. Fowle 
before the Western Society of Engineers, 
Sixth Midwest Power Engineering Con- 
eee Palmer House, Chicago, Ill. April 


Topics or THE Times. Editorial comment. 
The New York Times. June 17, 1936. 





An Up-to-date Analysis of 
Utility Financing 


Os of the most thorough and 
scholarly analyses of public util- 
ity financing that has been published in 
some time is that written by Merwin 
H. Waterman, associate professor of 
finance of the University of Michigan’s 
School of Business Administration, who 
may also be recalled by readers of 
these pages as a frequent contributor to 
Pusiic UTILITIES FoRTNIGHTLY. 

Since 1929 the utility industry has 
lived through a very trying period; one 
in which the financial problems have 
been of paramount interest. Professor 


Waterman’s analysis of recent utility 
financing takes cognizance of the fact 
that the capital characteristics of utili- 
ties, together with holding company 
domination in the field, have caused the 
utility business to be “vested with a 
public interest” quite different from 
that to which legalists refer in their dis- 
cussions of utility regulation. 
Analysis of utility financing which 
took place during the years 1930 to 1935 
leads to some interesting and significant 
observations regarding financial policies 
in the utility industry. During this pe- 
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Philadelphia Record 


TORPEDOING THE LIFEBOAT 


riod there was a complete change of 
motivation which was closely related to 
the economic and political phenomena 
of the depression. With the advent of 
recovery, the utilities were still handi- 
capped by factors which precluded the 
sale of other than refunding issues. 
This study examines the economic and 
legal conditions of the investment mar- 
ket, as well as those pertaining to the 
utility industry itself, which led to 
changes in capital contracts with regard 
to type, form of security, provisions for 


retirement, etc. Security registration, 
bankers’ spreads, and competitive bid- 
ding are among the specific factors dis- 
cussed as affecting capital costs to the 
industry and the quality and yield of 
securities offered to investors. 
Consideration of the financial impli- 
cations of holding company affiliations 
is based on observation of a number of 
particular points of financial contact be- 
tween public utility holding companies 
and subsidiaries. The effectiveness of 
parental financial aid is questioned with 
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a view to determining its possibilities 
and limitations. Further, this mono- 
graph contains the results of a detailed 
study of the effects and financial sig- 
nificance of diversification as a means 
of stabilization in the utility industry. 


§ by approach adopted in the study 
is not one that leads to categorical 
conclusions ; the examples and discus- 
sion serve rather to present an outline 
for discriminating study of specific 
problems and situations. The financial 
and earning statistics included do not 
constitute conclusions but are used as 
the basis for consideration of important 
problems of financial policy. 

One significant passage indicates Pro- 
fessor Waterman’s conclusions about 
that perennial regulatory bugaboo—the 
holding company : 

In the present study a number of particu- 
lar points of financial contact between hold- 
ing companies and subsidiaries were chosen 
for observation. It is evident that public 
utility holding companies are becoming less 
and less effective as financial instruments 
necessary to the welfare of the utility indus- 
try. The weaknesses that once may have 
justified parental assistance in matters of 
finance have tended to disappear in those 
holding company systems whose subsidiaries 


have been developed with a reasonable de. 
gree of respect for a of good man- 
agement. In the field of financial activity 
the future public utility holding company 
will be forced to find a new justification for 
itself, and this will be largely in terms of 
the investment trust ideal. Advantages of 
diversification claimed for holding compa- 
nies have failed to materialize except as 
apply to long-time trends. This all serves 
to indicate that the combination reasonably 
sized operating utilities adds but little to the 
financial stability of the industry and that 
holding company financial operations beyond 
those involved in making equity investments 
will be increasingly hard to justify. 


If this is true, it would hardly seem 
worth while to hasten or interfere with 
the normal operations of economic 
forces by punitive legislation. For 
those who are worried about the kid- 
napping of the utility industries by hold- 
ing companies, the remedy would seem 
to be similar to the nursery rhyme ad- 
vice, “Let them alone and they'll come 
home wagging their tails behind them.” 

—M. M. 


Pusiic Utmity Frnancinc: 1930-1935. By 
Merwin H. Waterman. Michigan Business 
Studies, Volume VII, No. 4. University of 
Michigan, School of Business Administra- 
tion, Bureau of Business Research, Ann 
Arbor, Mich. 1936, 





A Sportsman Declares War on a 
Power Project 


HERE was an interesting tale pub- 

lished in a recent special news re- 
lease by Scripps-Howard Newspaper 
Alliance, of how Jay N. (Ding) Dar- 
ling, cartoonist-conservationist, went to 
Washington to help in the government, 
only to discover that the government 
was back home where he came from. 
The story was told in Memphis by Ding 
himself who took the job of chief of the 
Biological Survey thinking that he 
might really get something done for 
conservation. 

When the Santee-Cooper project 
came up, Darling became interested. He 
found out that in South Carolina the 
Santee river comes down from the 


northern part of the state and the Coop- 
er river comes from the central part and 
both empty into the same bay across 
from each other. Darling continued: 


With thousands of gallons of fresh water 
flowing into that bay, there are five distinct 
zones of varying salinity, leading out to the 
salt of the sea, creating the greatest pro- 
ductive area of aquatic life on the Atlantic 
coast. 

The largest known shrimp shoal in the 
world is there, an inexhaustible crab supply, 
and a winter nesting ground for all kinds of 
waterfowl. 

One day I learn that a $52,000,000 PWA 
project has been approved to build a dam 
across the Santee. They are going to dam 
up the Santee, divert its water into the 
Cooper, letting it empty at Charleston, and 
supply electricity to the whole section. 


104 





WHAT OTHERS THINK 


Now cheap electricity is great stuff, but 
we have to think of our food first. If this 
dam is built, 505 square miles of the best 
breeding ground of aquatic life on the east 
coast will become salt. The storehouse of 
fish and waterfowl production will be gone, 
and hundreds of families earning their liv- 
ing from it will be out of employment. 


Whereupon Ding Darling went 
straight to PWA Administrator Ickes 
and complained. 


r. Ickes, according to Darling, 
M agreed that the project would 
have to be “cut off.” Then Darling 
went to see President Roosevelt and he 
also agreed that the project would have 
to be “cut off.” Darling continued : 


Two weeks later I see a notice in the 
paper. It’s on again. This time they’re to 
spend $35,000,000, but the Santee dam is to 
be built. 

So I go to the President again. He 
shows me a report from the South Carolina 
Fish and Game Commission that says two 
fresh water lakes that the dam will create 
will amply repay the loss of the bay fish- 
eries. 

Sterile fresh water lakes repaying the loss 
of a natural creation like that bay. This 
commission’s report is a political affair, and 
I say so. The President says all right, 
bring in facts to disprove it, so I make an- 
other survey and bring in the facts. 

The President is again convinced and he 
cuts the project off. 

Six weeks later I am astonished to read 
that the money has been reallocated. I go 


to the President again and ask why. I 
know you're not supposed to quote the Pres- 
ident, but I have to tell about this. 

He says, “Jay”—he calls everyone by his 
first name, you know, as soon as he finds 
out what it is—“Jay, I think you are right, 
but here is the ‘a of petitions from 
Carolina. . 

There they were—every chamber of com- 
merce, the entire South Carolina delegation 
in Congress, people everywhere. They said 
Darling doesn’t know what he’s talking 
about. 

The President said “Jay, go and get 
somebody to support you. Don’t you see— 
it’s impossible for me to stop this thing 
when everybody wants it.” 

That was the genesis of my effort to leave 
Washington and come out and try to organ- 
ize the 7,000,000 people who buy licenses for 
sport in this country and the 7,000,000 or 
more others who love nature and believe in 
conservation into an organized body that 
will support conservation in Washington. 


Whether one can accept without hesi- 
tation the 100 per cent accuracy of Dar- 
ling’s report on how projects are “ap- 
proved” these days in Washington, this 
story does shed an interesting light on 
an aspect of hydro development that has 
not received very wide notice—the view- 
point of the sportsman and wild life 
enthusiast. 

—E. S. B. 


Press STATEMENT by Jay N. Darling at 
Memphis, Tenn. June 20, 1936. The 
Washington Daily News. June 22, 1936. 








Notes on Recent Publications 


Exectric Rate Unirormity. (Rate Series 
No. 7.) Federal Power Commission. Su- 
perintendent of Documents, Washington, 
D. C. 10 cents. 

Out of the confusion of innumerable rate 
structures a tendency toward simplification 
has been developing, this report points out. 
Nearly 5,800 communities with approximate- 
ly 22 500,000 population are served by utili- 
ties having uniform rates in not less than 75 
per cent of the communities they serve. 
But in more than 17,000 communities with 
a total population of 81,500,000, a majority 
are served by utilities using a large number 
of varied rate schedules. 

The section of the country which has 
been most active in establishing rate sched- 
ules uniform both as to type and level is 
the South. In six states—Alabama, Georgia, 
North Carolina, South Carolina, Tennessee 
and West Virginia—a majority of the com- 


munities of 250 population and over are 
served by utilities having a high degree 
of uniformity. Four utilities, the Alabama 
Power Company, Georgia Power Company, 
The Tennessee Electric Power eee: 
and Tennessee Public Service Com 
have identical “objective” rates for oo 
tial service. 

Development of uniform rates has also 
taken place, though less extensively, in Illi- 
nois, Michigan, Montana, New Hampshire, 
New Jersey, and Pennsylvania. 

Only 38 utilities, operating in 22 states, 
have established complete uniformity, the 
report states; but these serve 2,035 com- 
munities of 250 population a os ae 
a total population of 13,550,4: 
utilities, operating in 31 states, ph attained 
a high, but not complete, uniformity of their 
residential rates. These serve 4,176 com- 
munities, having a population of 14,981,774. 
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The Latest Utility Rulings 





Conflicting Rights of Electric Utilities and 
Coéperatives in Rural Territory 


HE Wisconsin commission, by gen- 
eral order No. 2—U-965, laid down 
rules for extensions by electric utilities 
in rural territory, with the purpose in 
mind of preventing extensions detri- 
mental to projects of codperative as- 
sociations fostered by the state Rural 
Electrification Codrdination office. Pro- 
vision was made for exemption from 
notice requirements in certain cases. 
The commission has granted such an ex- 
emption over objection by the office of 
the Rural Electrification Codrdination. 
Electric utilities were permitted to ap- 
ply for exemption from the order on 
filing a revised nondiscriminatory rural 
extension rule providing for utility 
financing of extensions at a stipulated 
annual minimum charge not to exceed a 
specified amount. Objection to the ex- 
emption of a large number of towns was 
made on the ground that the company 
should be required to make separate ap- 
plications for each extension when it is 
ready to commence construction so that 
the Rural Electrification Codrdination 
office might be in a position to know if 
there would be interference with any of 
the codperative projects in progress. 
The commission, however, said: 

The purpose could be just as effectively 
reached from the standpoint of the codpera- 
tive organizations while at the same time 
refraining from obstructing prompt serv- 
ice by the company in areas where no co- 


Operatives have been formed or are in the 
process of formation, if the objection were 


more specific and accompanied by maps of 
the proposed codperatives. It is unquestion. 
ably a fact that in many of the towns to 
which objection has been raised in this case, 
there are large portions which could not be 
efficiently served by a codperative because of 
areas of low density, geographic features, or 
existing lines of the company. 

The commission believes that in order to 
facilitate action in the future, the objector 
in any case of this nature should accompany 
the objection with specific and full details 
concerning the reasons therefor. The com- 
mission recognizes that a codperative organ- 
ization cannot furnish specific details of 
the rates and rules under which it proposes 
to operate until the project has reached its 
final stages. It can, however, supply a road 
map of the territory in which it proposes to 
operate, showing proposed lines and pos- 
sible customers. It should also be able to 
furnish a statement of the status of the 
various projects at the time objection is 
made, together with an estimate of the time 
necessary for their completion. 


The commission concluded that the 
granting of exemption in those towns 
where cooperative organizations were 
not already organized, or where no rela- 
tively large, compact unserved area ex- 
isted, appeared reasonable, but, on the 
other hand, no undue burden would be 
placed on the company by denying ex- 
emption and thereby requiring 10-day 
notices in those towns or portions of 
towns where codperatives were already 
organized or where only a small propor- 
tion of the farmers had signed contracts 
for service with the company. Re Wis- 
consin Michigan Power Co. (CA-105). 


e 


Court Action Based on Service Denial Is Premature 


suit for damages and for injunc- 
tion against an electric company 
based on its refusal to furnish seasonal 
service was dismissed by the superior 


court, Litchfield county, Connecticut, on 
the ground that the customer had not 
first made application to the commission 
for relief under the statutes. 
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The customer’s son and agent had 
written the utility company in May, 
1935, requesting that electricity be 
turned on at the plaintiff’s cottage, and 
service had been started without secur- 
ing a signed application. The company 
then sent a bill for minimum charges for 
the first five months of the year. This 
the customer refused to pay but for- 
warded a check for the minimum 
charge for the month of May. Upon 
refusal to pay the entire bill, service was 
denied. 

The plan or rate under which service 
was to be furnished provided for a 
straight meter rate with a minimum 
charge of $1 per month for each month 
of the year. The company based its 
charge for the month antedating the 
date of commencement of service upon 
a so-called “Explanation of Rates Es- 
tablished by the Public Utilities Com- 
mission” containing the statement that 
“the calendar year will be taken as the 
basis for computing twelve monthly 
minimums for premises normally oc- 


cupied seasonally.” It was not in evi- 
dence that this was a rule of the com- 
mission and the utility company dis- 
claimed it as its own rule, for in a letter 
it stated in effect that the commission 
had established the rule and the com- 
—. had to abide by it. The court de- 
cided : 


But it is a procedure the defendant has 
applied and enforced apparently in other in- 
stances and has attempted to apply to the 
plaintiff. It thus has the force and effect 
of a rule and the plaintiff has attacked it 
as such, claiming it to be unreasonable and 
illegal in her “Second Special Defense.” 

This brings the matter clearly within the 
provisions and purport of General Statutes 
§ 3598 providing for a ruling by the public 
utilities commission upon unreasonable fail- 
ure to furnish service at reasonable rates. 

That the commission must first pass upon 
the question before the courts do seems well 
established. bs 

It is the province of the commission not 
the court to fix rates and stipulate other 
conditions of service and operation. 


Steel v. Clinton Electric Light & Power 
Co. (No. 8731). 


e 


Commission in Approving Reorganization Plan Leaves 
Question of Security Holders’ Rights to Court 


HE respective spheres of action by 

the Federal courts and state com- 
missions in passing upon reorganization 
plans under § 77B of the Bankruptcy 
Act received the attention of the Mis- 
souri commission when such a plan was 
presented for approval. 

The commission pointed out that un- 
der the Missouri statutes reorganiza- 
tions of electrical corporations are made 
subject to the supervision and control of 
the state commission, and that the trans- 
fer of franchises and issues of stocks 
and bonds require that said issues be au- 
thorized by the commission. Under the 
provisions of § 77B it is required that 
any plan of reorganization shall not be 
completed until the plan has been sub- 
mitted to and authorized by the state 
commission. 

It was shown on the application that 
all parties of interest in the reorganiza- 


tion had approved the proposed plan ex- 
cept a bondholders’ committee that rep- 
resented the holders of a large portion 
of the outstanding bonds. Counsel for 
this committee contended that the bond- 
holders should receive a greater interest 
in the reorganized company. The ap- 
plicant contended that the bondholders’ 
committee represented only a minority 
of the outstanding bonds. The commis- 
sion said: 


' However, the commission cannot see how 
it can indicate to the various security hold- 
ers how they should pro-rate their interest 
in the new corporation. That is the purpose 
of their appearing before the Federal court 
under the so-called § 77B of the Act of 
Congress relating to bankruptcy, as amend- 
ed. The parties of interest in the corpora- 
tion have brought to the commission a plan 
which they claim has been upon as 
fully as they are able to agree. The plan 
has been submitted to the court and must 
be authorized by this commission before 
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the court will act further, so that commis- 
sion will consider only the plan that has 
been laid before it and will not attempt to 
discuss the equities that may belong to the 
various parties in the bankruptcy proceed- 
ing. 


The plan was approved with the res- 


ervation stipulated by the commission 
that the company create a sinking fund 
and reduce its outstanding bonds to a 
lower ratio than proposed in the plan. 
Re Missouri Gas and Electric Service 
Co. (Case No. 9144). 


e 


Billing Demands for Industrial Power Customers 


2 So Wisconsin commission author- 
ized a revision of electric power 
rates for industrial customers where ex- 
isting rates were recognized to be un- 
workable in some respects and not tend- 
ing to encourage more flexible use of the 
service. The existing rate provided that 
the billed demand in any month should 
not be less than 75 per cent of the max- 
imum billed demand of the preceding 
twelve months. The new rate provided 
for billing demands on a monthly basis. 

Under the proposed rate there was 
substituted for the minimum demand 
charge a minimum bill which should not 
be less than 50 per cent of the highest 
monthly maximum demand charge of 
the preceding twelve months, the mini- 
mum to include the use of energy. 

The former rate provided that if a 
customer’s measured on-peak demand in 
any month exceeded 25 per cent of the 
highest off-peak measured demand of 
the preceding twelve months, that cus- 
tomer should then become an on-peak 
user and his entire demand be billed at 
the on-peak rate, not only for the month 


in which 25 per cent of the off-peak de- 
mand was exceeded but in each subse- 
quent month of the contract period. 
The commission commented in the fol- 
lowing words: 


The commission is of the opinion that 
such a provision inflicts too severe a penal- 
ty on the customer and seriously hampers a 
full use of the service. The company cited 
at least one instance in which a normally 
off-peak customer was forced to turn down 
a contract because of the realization that 
acceptance meant violation of the above 
provision in the rate. There have also come 
to the commission’s attention certain cases 
in which the company purposely neglected 
to apply this rule because of the resultant 
increase in the customer’s bill. It is evi- 
dent that the company believes the present 
rule is unworkable. Furthermore, such 
procedure involves an unreasonable dis- 
crimination between customers which must 
be remedied immediately. Under the pro- 
posed rate the company will furnish meter- 
ing equipment which will enable the utility 
to determine both the “on-peak” and “off- 

ak” demand and the customer will be 

illed accordingly at the first steps of the 
appropriate schedule. 


Re Wisconsin Power & Light Co. (2- 
U-1000). 


e 


Extension Telephone Station Does Not Share 
Equal Costs with Other Stations 


ia Wisconsin commission fixed the 
rate for switched private branch 
exchange systems at 50 cents a month 
for the connection to the exchange 
switchboard and at 50 cents a month for 
each group of three extension stations 
or fraction thereof connected to the pri- 
vate branch exchange switchboard. The 
telephone company had insisted that the 


same rate should apply to the main sta- 
tion and the extensions. 

Regulations of the Industrial Com- 
mission with respect to the payment of 
operators’ wages provided that the rates 
of pay for female telephone operators 
should be determined by the size of the 
exchange. In determining the size of 
the exchange, all telephones connected 
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to the exchange were counted. The 
company therefore contended that each 
telephone connected to an exchange 
should bear its proportionate share of 
the cost of operators’ wages, and that 
each telephone connected to the ex- 
change, even though it be an extension 
to the private branch exchange of a 
switched company, should carry an 
equal share of operating expense. 

The. commission rejected this con- 
tention with the statement that if the 
amount of work that the operator is re- 
quired to do in operating the exchange 
is the criterion in determining the classi- 
fication of the exchange, an extension 
station is not equivalent to a main sta- 
tion. It was said in part: 


. «+ « We are informed that in determin- 
ing the various sizes of exchanges and the 
rates of pay in exchanges of each size, the 
Industrial Commission had primarily in 
view the amount of work that would be re- 
quired in order to operate the exchange. 
Under ordinary conditions it does not ap- 
pear that a main station, for example, with 
three extension stations would originate as 
much traffic as four main stations; nor that 
the proposed private branch exchange sys- 
tem involved in this case which, we are in- 
formed, will have eight extension stations, 
would originate as much traffic as eight 
main stations. However, this private branch 
exchange system would doubtless originate 
more traffic than one main station. Accord- 
ingly, we took cognizance of this fact in our 
suggested rate. 


Re Commonwealth Telephone Co. (2- 


U-964), 


Unfiled Rule As to Charge for Wiring Changes 
Not Enforceable 


To Pennsylvania commission sus- 
tained in part a complaint by an 
electric customer against charges im- 
posed as a condition of restoration of 
service discontinued because of meter 
tampering. The commission held that 
the utility could not collect a charge of 
$20 for changes in wiring on the cus- 
tomer’s premises because such a charge 
was not provided for by rules properly 
filed with the commission. 

The company, in support of its de- 
mand, referred to certain electric service 
installation rules which were not con- 


service company which had not been 
filed in conformity with the statutory 
requirements. 

The commission did, however, sustain 


the company in its demand for an in- 
spection charge and for payments for 


unmetered current, although the com- 
mission did not calculate the amount of 
unregistered current in the same way 


as the utility company. The commis- 


sion said that a reasonable calculation of 


unregistered current would be based on 


the average annual registration for two 
years prior to the last periodic test when 


the meter was found by the company 
to be registering accurately. Miller v. 
Duquesne Light Co. (Complaint Docket 
No. 11139). 


tained in the tariff on file with the com- 
mission. The commission said that it 
could give no consideration to rules and 
regulations established by any public 


e 


Exclusions from Rate Base and Operating Expenses 


earning its depreciation requirement and 
that there could be no downward adjust- 
ment in the street railway fares, while 
on the other hand an increase in fares 
was not advisable; and that revenues 
from steam-heating consumers were not 
sufficient to yield a fair return and no 
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Light, Heat and Power Company, 
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that its rates should be reduced; that 
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downward adjustment in rates was jus- 
tified. 

The commission, in valuing the prop- 
erty, eliminated a right of way and park 
property no longer used in public serv- 
ice although acquired in good faith, with 
the statement : 

Under utility regulation, the owner of 
property dedicated to public service is per- 
mitted to earn a fair return on the fair 
value of property used and useful in such 
service, but there neither is nor can there 
be any guaranty by the regulatory body that 
a fair return will be earned or that the pub- 
lic will continue to demand the service and 
thus insure continued use of the property. 
If the demand for the service decreases the 
loss is one of the hazards that any business 
may sustain and should be borne by the in- 
vestor. The limitation to only a reasonable 
return even in boom times is the price that 
the investor in property dedicated to public 
service pays for the privilege of the legal 
monopoly that he enjoys. 


The commission also excluded from 
the rate base certain property not 
owned, cost of repaving streets where 
tracks had been abandoned but where 
busses were being operated, coal stokers 
not completely installed but likely to be 
used at some future date if the price of 
oil or gas should rise considerably, 
equipment used for merchandising, and 
the cost of a municipal lighting system 


constructed by the company and being 
bought by the city on a deferred pay. 
ment plan. No allowance was made for 
financing cost, and no separate allow- 
ance for going value. 

The commission disallowed as operat- 
ing expenses contributions, donations, 
and dues, and also a management fee 
for services, the cost of which had not 
been proven. The commission excluded 
amounts paid as employees’ bonus and 
benefit payments under an employees’ 
subscription plan. Under this plan em- 
ployees were permitted to purchase se- 
curities of an affiliated company on a 
5-year instalment basis. At the end of 
five years from date of subscription a 
bonus would be paid to all subscribing 
employees remaining in the service who 
had fully paid their subscription and 
who had not disposed of their securities, 
The commission said : 


In our opinion bonus and benefit payments 
made to employees to promote efficiency and 
prevent frequent turn-over are properly 
chargeable to operating expenses, but in this 
case these payments are contingent upon 
purchase by the employees of Cities Service 
securities and not upon the length of service 
or the efficiency of an employee. 


Public Service Commission of Missouri 
v. St. Joseph Railway, Light, Heat and 
Power Co. (Case No. 7630). 


& 
Other Important Rulings 


HE Iowa commission, in authoriz- 

ing discontinuance of passenger 
trains operated at a loss, commented up- 
on the change in conditions in recent 
years, pointing out that ten years ago 
the discontinuance of a train meant no 
regular reliable substituted service to 
take its place, while today if a territory 
is in any way profitable it is probable 
that it will be immediately covered by a 
reliable form of transportation. Citi- 
zens of Cedar Rapids et al. v. Chicago, 
Milwaukee, St. Paul & Pacific Railway 
Co. (Docket No. A-4631). 


The South Dakota Board of Railroad 
Commissioners, having in June, 1933, 
directed that a charge for hand-set in- 
struments be in the sum of 25 cents per 
month, which charge would be discon- 
tinued as to each subscriber who should 
have paid the charge for thirty-six con- 
tinuous months in the same telephone 
exchange, has now held that the charge 
should not be entirely eliminated but 
should be reduced to 15 cents on the 
same conditions. Re Northwestern Bell 
Telephone Co. (Supplemental Order 
No. 6112). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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CITY OF ELMHURST v. WESTERN UNITED GAS & ELEC. CO. 


ILLINOIS SUPREME COURT 


City of Elmhurst 


Western United Gas & Electric Company 
et al. 


[No. 23146.] 
(— Ill. —, 1 N. E. (2d) 489.) 


Discrimination, § 32 — Rates — Localities — Municipalities imposing tax. 
1. Discrimination between localities does not result from the addition, 
in cities where franchise taxes are imposed upon a public utility, of a 
rate differential sufficient to meet the annual payment imposed by the 
municipality, since patrons in such a municipality are not in the same 
class as patrons who live in a municipality where such a payment is not 
exacted, p. 442. 

Courts, § 21 — Stare decisis — Public utility reports. 
2. Public utility reports are not considered as authority in the state supreme 


court on an issue involving the review of an order of the Commission, p. 
443. 


Expenses, § 58 — Franchise payments. 
3. Payments by a public utility company to a municipality pursuant to 
franchise requirements are properly chargeable as an element of the cost 
of operation which should be borne by the consumers of the utility’s product 
or service, and the amortization of such franchise expense should be 
charged as an operating expense, p. 443. 

Rates, § 147 — Franchise burden, 
4. An annual franchise payment required by a municipality pursuant to 
franchise should be borne by the company’s consumers residing within 
that municipality by means of a rate differential, p. 443. 

Payment, § 19 —Statement — Franchise tax differential. 


5. The pro rata share of the consumers’ payment of the annual payment 
made by a public utility company to a municipality under the terms of 
its franchise, amounting to 3 per cent of gross revenues, may properly 
be written on the consumers’ statements as 3 per cent, p. 443. 


Rates, § 4 — Constitutional requirements — Due process — Addition for taz. 
6. The addition of a rate differential to cover annual franchise payments 
to a municipality, on the bills of residential and house heating consumers 
in that municipality, is not a confiscation of property within the meaning 
of the due process provision of the Constitution, p. 444. 

Appeal and review, § 19 — Points not raised below. 

7. A point urged as a denial of due process, when not placed in issue 
441 13 P.U.R.(N.S.} 
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before the Commission, cannot be raised for the first time in the state 
supreme court on the review of a Commission rate order, p. 444. 


Rates, § 57 — Constitutional requirements — Impairment of contract — Differ. 


ential to cover franchise tax. 


8. A Commission order authorizing a public utility company to collect a 
rate differential in a municipality imposing a franchise tax, in order to 
cover the annual franchise payment, is no interference with the contracts 
created by the franchise and acceptance thereof, and the order of the 
Commission in nowise contravenes the constitutional inhibition against the 


impairment of contracts, p. 444. 


[April 17, 1936.] 
a by municipality from Commission order dismissing 
complaint against gas rates; judgment of circuit court 
sustaining order affirmed. 


APPEARANCES: Frederick C. Har- 
bour, of Chicago (Carlton L. Fischer, 
of Chicago, of counsel), for appel- 
lant; Otto Kerner, Attorney General, 
and B. P. Alschuler, of Aurora (Irvin 
Rooks, Robert H. Farrell, and Eugene 
L. Cohn, all of Chicago, of counsel), 
for appellees. 


The city of Elm- 
hurst, appellant here, filed its com- 
plaint with the Illinois Commerce 
Commission against the United Gas 
& Electric Company. On October 15, 


HErRIck, J.: 


1931, the Commerce Commission 
made an order authorizing the com- 
pany to put into effect a schedule of 
rates to be charged for gas service in 
what is called the northern territory in 
which the company operates. The 
rates had general application through 
the northern district except as to Bata- 
via, Geneva, St. Charles, Wheaton, 
and Elmhurst. In those five cities the 
company was permitted to add to its 
uniform charges for gas service fur- 
nished its patrons in such cities, a per- 
centage differential sufficient to meet 
the annual payments which the com- 
pany is required to pay each of the 
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five municipalities, respectively, by 
virtue of the respective franchise ordi- 
nances under which the company op- 
erates in such cities. The franchise 
ordinance in Elmhurst requires an an- 
nual payment by the company to the 
city of 3 per cent of the gross re- 
ceipts of the business done within its 
boundaries. The Commission, after a 
hearing dismissed the present com- 
plaint. The circuit court of Du Page 
county affirmed the order of the Com- 
mission, and the city brings the case 
here on appeal. 

[1] Appellant urges that the rate 
charged is contrary to the provisions 
of §§ 32, 37, and 38 of the Public 
Utilities Act (Smith-Hurd Ann. St. 
Chap. 111%, §§ 32, 37, 38, Rev. Stat. 
1935, Chap. 1lla, Pars. 47, 52, 53, 
pp. 2494, 2496), and that the Com- 
mission’s order establishes unreason- 
able differences between localities and 
classes of service. Too much space 
would be required to quote in extenso 
the sections above specified. So far 
as applicable here § 32, Chap. 1113, 
Smith-Hurd Ann. St. (Par. 47, Chap. 
lla, Ill. Rev. Stat. 1935), provides 
that: “Every unjust or unreasonable 
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charge made, demanded, or received 
for such product or commodity or 
service is hereby prohibited and de- 
clared unlawful. All rules 
and regulations made by a public util- 
ity affecting or pertaining to its 
charges or service to the public shall 
be just and reasonable.” Section 37, 
Chap. 111%, Smith-Hurd Ann. St. 
(Par. 52, Chap. 111a, Ill. Rev. Stat. 
1935), prohibits a public utility from 
charging for its service, commodity 
or product any sum other than that set 
forth in its schedule of rates filed with 
the Commission and prohibits rebates. 
Section 38, Chap. 111%, Smith-Hurd 
Ann. St. (Par. 53, Chap. 11la, Il. 
Rev. St. 1935), provides no public 
utility shall establish or maintain any 
unreasonable differences as to rates, 
etc., either as between localities or as 
between classes of service and custom- 
ers, and forbids discrimination. It 
further empowers the Commission, in 


order to expedite the determination of 
rate problems, to consider one or more 


municipalities as a regional unit, 
either with or without the adjacent or 
intervening rural territory, where the 
same public utility serves such region 
under substantially similar conditions, 
and the Commission may, in such 
region, prescribe uniform rates for 
customers of the same class. 

The discrimination forbidden by § 
38 (Par. 53) is as to rates between 
customers of the same class in the 
territory. Customers residing in sub- 
divisions of the same territory served 
by the public utility where an annual 
percentage of its gross receipts is ex- 
acted from the public utility, are not 
in the same class as those patrons who 
live in a municipality where such per- 
centage is not exacted. 


443 


No question is raised as to the fair- 
ness or uniformity of the basic rate in 
the territory served. The controversy 
centers around the 3 per cent added to 
the basic rate in appellant city which, 
in turn, exacts from the public utility 
the same percentage computed on the 
basis of its gross receipts. In this re- 
spect appellant, with the other four 
cities named, differed from the other 
municipalities in the northern divi- 
sion. 

[2-5] It is argued that annual fran- 
chise payments should not be charged 
against the patrons of the appellant, 
and that the practical effect is to give 
those who are nonusers of gas the 
benefit of the franchise rate paid by 
gas users. Such is the effect. It is 
seldom that the imposition of a tax or 
franchise charge does not work a 
hardship on some individuals. The 
human race has not yet reached that 
degree of perfection whereby taxing 
systems have been evolved which in 
their practical operation do not, on 
occasion, work some degree of injus- 
tice to some individuals. 

Appellant contends that the pay- 
ment of the annual franchise charge is 
nevertheless a capital investment 
which should be spread over the whole 
northern territory, and that because a 
lump sum was not paid for the fran- 
chise at the time it was granted, but 
the franchise is paid for on a percent- 
age basis, that fact does not justify 
the charging of such tariff to operat- 
ing expenses rather than capital in- 
vestment. While appellant cites va- 
rious public utilities reports in sup- 
port of its position, it refers us to no 
court decisions determining such prin- 
ciple. Public utility reports are not 
considered as authority in this court 


13 P.U.R.(N.S.) 





ILLINOIS SUPREME COURT 


on an issue involving the review of 
an order of the Commission. State 
Pub. Utilities Commission v. Termi- 
nal R. Asso. (1917) 281 Ill. 181, 187, 
P.U.R.1918B, 387, 118 N. E. 71. 
Franchise payments are properly 
chargeable as an element of the cost of 
operation which should be borne by 
the consumers of the utility’s product 
or service (Consolidated Gas Co. v. 
Newton, 267 Fed. 231, P.U.R.1920F, 
483; Chicago R. Co. v. Illinois Com- 
merce Commission, 277 Fed. 970, 
P.U.R.1922C, 282), and the amortiza- 
tion of the franchise expenses should 
be charged as an operating expense 
(Streator Aqueduct Co. v. Smith 
[1923] 295 Fed. 385, 391, P.U.R. 
1924D, 261). It would be unjust to 
spread the burden of this annual fran- 
chise payment over the whole northern 
division. It should be borne by the 


company’s consumers residing within 
the city as that city alone receives the 


advantage of such annual payment. 
So, also, it is immaterial in what form 
the pro rata share of the consumers’ 
payment of the annual payment be 
made to the city. There is no statute 
in this state prescribing the method of 
allocating such item and it may prop- 
erly be written on the consumer’s 
statement as 3 per cent. 

[6, 7] It is also urged that the 
charge is made only against “residen- 
tial and house heating classification 
consumers”; that “commercial,” ‘“‘in- 
dustrial,” and other classification 
users are exempted; that thereby 
“residential and house heating classifi- 
cation consumers” pay the additional 
burden to cover the annual cost of the 
franchise privileges and there is there- 
fore a denial of due process. Holden 
v. Hardy (1898) 169 U. S. 366, 42 
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L. ed. 780, 18 S. Ct. 383, and Sheldon 
v. Hoyne (1913) 261 Ill. 222, 103 nN. 
E. 1021, are cited as sustaining appel- 
lant’s position on this phase of the 
case. We are in harmony with the 
general rule laid down in those cases, 
but they are not pertinent to the facts 
shown by the record here. There is 
no confiscation of property within the 
meaning of the due process provision 
of the Constitution. 

There was no proof made before 
the Commission that there were any 
users in the city other than “residen- 
tial and house heating classification 
consumers.” The point now urged as 
a denial of due process was not placed 
in issue before the Commission and 
cannot be raised for the first time in 
this court. Petersen Baking Co. v. 
Bryan (1934) 290 U. S. 570, 78 L. 
ed. 505, 510, 54 S. Ct. 277, 90 A.L.R. 
1285 ; Chicago, M. St. P. & P. R. Co. 
v. Risty (1928) 276 U. S. 567, 72 L. 
ed. 703, 709, 48 S. Ct. 396; Red “C” 
Oil Mfg. Co. v. Board of Agriculture 
(1912) 222 U. S. 380, 56 L. ed. 240, 
246, 32 S. Ct. 152. 

[8] There is no interference with 
the contract created by the original 
franchise and acceptance thereof by 
the predecessor of the appellee, and 
the order of the Commission in no- 
wise contravenes the constitutional in- 
hibition against the impairment of 
contracts. 

The order of the Commerce Com- 
mission does not, as applied to the cus- 
tomers of the public utility within the 
appellant city, create an unreasonable 
difference between localities and 
classes of service. 

The judgment of the circuit court 
of Du Page county is affirmed. 

Judgment affirmed. 
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Re Grand Rapids Gas Light Company 


[D-3000.] 


Construction and equipment, § 1 — Expenditures by utility — Propriety. 
1. The funds of a public utility can be expended only where the Commis- 
sion finds that such expenditure is reasonable and logical and will serve 
the public convenience and necessity, p. 451. 


Certificates of convenience and necessity, § 104 — Natural gas lines — Factors 
involved. 

2. A certificate of public convenience and necessity for a gas utility to 
construct a natural gas pipe line is justified only where it is established 
that the utility has financial ability, that it has available a sufficient quantity 
of natural gas to serve the locality it seeks to serve for a reasonable length 
of time (for eight or ten years), and that the utility has a market ready to 
receive the natural gas it proposes to transport, p. 451. 


Certificates of convenience and necessity, § 159 — Scope of proceeding — Natural 
gas pipe lines — Mixed or pure natural gas service. 
3. The question as to whether a city shall ultimately be served with full 
100 per cent natural gas may properly be a matter for future consideration 
by the Commission instead of being decided on an application by a gas 
company for authority to construct a pipe line to bring to the city natural 
gas for mixture with artificial gas, p. 451. 


Gas, § 9 — Proration in gas field — Commission control. 

4. The matter of proration or take between wells in a gas area and the 
question of the amount of gas to be taken from the entire field, or from 
each of the wells in the field, is continuously before the Commission, and 
the Commission will at all times have in mind that proration and withdrawal 
must be decided as equitably as possible among the owners of wells in the 
field and with proper consideration for the necessities and requirements 
of gas consumers over a reasonable length of time, p. 451. 


Certificates of convenience and necessity, § 88 — Public convenience — What 
constitutes public. 
5. A statutory requirement that the Commission determine whether a 
natural gas pipe line will serve the convenience and necessities of the public 
means the convenience and necessities of all the public, meaning all the 
people of the state, and this includes gas well owners and producers, 
consumers, municipalities and public utilities investing money in pipe line 
and includes every locality from the field to the consumer; and it also 
includes the conservation of natural gas resources ultimately to serve the 
best interests, the convenience and necessities of all the people of the state, 
p. 454. 
Certificates of convenience and necessity, § 104 — Natural gas pipe line — Mixed 
gas. 
6. The convenience and necessities of a municipality will be served even 
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by the use of mixed gas although they would be better served by full 
natural gas, p. 454. 


Gas, § 9 — Natural gas field — Conservation. 
7. The Commission, in determining whether there is enough natural gas 
reasonably certain to serve all communities to be served, must necessarily 
be somewhat conservative in the interests of all the public and with due 
regard to the conservation rather than the destruction of the state’s natural 
resources, p. 454. 


Gas, § 9 — Natural gas field — Right to take gas. 
8. The Commission does not accede to the viewpoint that anyone who may 
contract for or purchase natural gas in any gas field ipso facto has the 
right to take such gas in any quantity which may appear desirable to the 
purchaser, p. 455. 


Certificates of convenience and necessity, § 104 — Natural gas pipe lines — 
Exhaustion of field. 

9. Public convenience and necessity will not be served by authorizing a 
public gas utility to invest substantial amounts of money in a natural gas 
pipe line if the service of natural gas must be terminated through lack 
of supply at the end of two or three years and if the expense of the pipe 
line and equipment must be added to the rates charged to customers over so 
short a period of time, p. 455. 

Service, § 360 — Natural gas — Sufficiency of supply — Peak load. 
10. The Commission, in determining the question whether sufficient natural 
gas may ultimately be available to serve a community with gas of high 
heating value, having a high percentage of natural gas, must keep in mind 
that sufficient gas must be available at all times to satisfy the demands of 
the public for a peak load ; if gas is to be used extensively for house heating 
purposes, wr" gas must be available at all times to care for the maximum 
demand, p. 456. 

Certificates of convenience and necessity, § 104 — Natural gas pipe line — Gas 

exhaustion — Standby plant. 
11. The fact that a gas utility has a gas manufacturing plant in reserve 
whereby it may furnish gas to its customers in case of a partial failure 
of the supply of natural gas, or if and when natural gas may be exhausted, 
has a direct bearing upon the question as to whether the Commission should 
authorize the expenditure of considerable sums of money by a public utility 
for a natural gas pipe line, p. 457. 
(Hutt, Commissioner, dissents.) 
[April 9, 1936.] 


F  ghoympiree: by gas utility for approval of the construction 
of a natural gas pipe line; application granted. 

* 
By the Commission: The Grand pany acquired the property of the 


Rapids Gas Light Company is a Mich- 
igan corporation manufacturing and 
distributing artificial gas in the city 
of Grand Rapids. In 1935 this com- 


Kent County Gas Company, which 
was then distributing artificial gas in 
the city of East Grand Rapids 
and other communities surrounding 
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Grand Rapids. By reason of this 
purchase the Grand Rapids Gas Light 
Company also now distributes artifi- 
cial gas to these suburban communi- 
ties. 

On December 20, 1935 the Grand 
Rapids Gas Light Company filed with 
this Commission an application for ap- 
proval of a natural gas pipe line from 
the Hinton-Millbrook-Belvidere gas 
field in Mecosta and Montcalm coun- 
ties to serve Grand Rapids and vicin- 
ity with natural gas. The application 
states that the Grand Rapids Gas 
Light Company is manufacturing gas 
and supplying the same in the cities of 
Grand Rapids, East Grand Rapids, 
Grandville, and Rockford, in the 


townships of Alpine, Byron, Gaines, 
Grand Rapids, Paris, Plainfield, Spar- 
ta, Walker, and Wyoming, and in the 
village of Sparta, all in Kent county. 
The application further states that if 


a natural gas transmission line is au- 
thorized applicant will operate as a 
common purchaser of natural gas in 
the said gas field as defined in Act 
No. 9, Public Acts of 1929. 

A map or plat of the proposed 
transmission line was filed with the 
application, showing its dimensions 
and character, control valves and con- 
nections, and also a map showing the 
proven gas reserve area in said gas 
field. There was also filed a form of 
contract setting up the price, terms, 
and conditions under which the appli- 
cant would receive natural gas in said 
field, and a schedule of rates, prices, 
terms, and agreements, under which 
the applicant proposed to deliver nat- 
ural gas to its customers. This sched- 
ule as filed indicates that it is for 
mixed natural and manufactured gas 
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in about equal proportions with an 
average total heating value of 800 
B.T.U. There was also filed with the 
application copies of contracts for the 
purchase of natural gas by the appli- 
cant in said field, and estimates of the 
total cost of the transmission line and 
of the anticipated revenue, operating 
expenses, and earnings of the appli- 
cant for a 5-year period. 

Due notice of hearing on said ap- 
plication was given to all owners of 
gas wells of record with the Commis- 
sion, all natural gas pipe-line owners, 
all cities and villages in the lower pen- 
insula, and to all other persons who 
might in any way be interested in the 
sale, collection, purchase, transmis- 
sion, or distribution of natural gas. 
Public hearings have been held before 
the Commission at which numerous 
interested municipalities and parties 
have appeared and presented testi- 
mony. 

The city of Grand Rapids appeared 
by Ganson Taggart, city attorney, and 
presented engineer’s estimates, opin- 
ions, and studies of natural gas re- 
serves. The city of Grand Rapids 
filed a written request that the Com- 
mission grant “to some responsible 
party permission to lay an adequate 
gas transmission line to supply natural 
gas to the city of Grand Rapids,” and 
asking “that such permission provide 
for the supplying of pure natural gas 
to said city.” The city attorney for 
Grand Rapids stated at the hearing 
that the city was not appearing in op- 
position to the application but for the 
purpose of requesting that the city be 
supplied with full natural gas instead 
of mixed gas. Senator D. Hale 
Brake appeared on behalf of a large 
number of royalty holders and gas 
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well owners and Virgil McClintic ap- 
peared as attorney for other gas pro- 
ducers, both appearing in support of 
said application. The Consumers 
Power Company appeared as the hold- 
er of contracts for purchase of a por- 
tion of the natural gas in said field and 
also as a public utility supplying nat- 
ural gas from said field to various 
other communities. Exhibits showing 
a study and analysis of the natural gas 
situation made by the engineering de- 
partment of this Commission were al- 
so put in evidence. Many carefully 
prepared exhibits and engineers’ esti- 
mates have been received and filed, all 
of which have been of considerable 
value to the Commission. 


The Commission has given careful 
consideration to said testimony, ex- 
hibits, and engineers’ estimates. The 
Commission has also been aided by 
the testimony of natural gas engineers 


and others and the exhibits filed with 
the Commission in previous hearings. 

It must be stated at the outset that 
any conclusions reached by the Com- 
mission, as to the extent of natural 
gas reserves in Michigan, should only 
be considered as applying to the situa- 
tion as it appears at this time. Con- 
ditions change rapidly, requiring a 
constant revision of conclusions as to 
the extent of natural gas reserves. In 
the report of the United States Bu- 
reau of Mines, completed early in 
1935, the proven reserves of the Hin- 
ton-Millbrook-Belvidere area were es- 
timated as of January 1, 1935, at 
about 7 billion cubic feet, and indicat- 
ing that there might be an increase by 
extensions in said field of at least 5 
billion cubic feet. Testimony of en- 
gineers, taken before the Commission 


during the latter part of 1935, indj- 
cated that the proven reserves of 
the Hinton-Millbrook-Belvidere field 
amounted to something between 17 
and 22 billion cubic feet. A prelim- 
inary report of a more recent study of 
the Hinton-Millbrook-Belvidere field 
made by the United States Bureau of 
Mines at the instance of this Commis- 
sion and filed in February, 1936, indi- 
cates a probability that the proven gas 
reserves in this field may reasonably 
be considered at between 28 and 29 
billion cubic feet. Other estimates 
place the reserves as high as 42 billion 
cubic feet. These increases in esti- 
mates are the result of interim devel- 
opments and additional information 
obtained from new wells in the field. 
Some areas that were originally con- 
sidered only as probable reserves are 
now conservatively included in the es- 
timates of proven reserves. Territory 
has now been included in the estimate 
of possible or probable reserves that 
was originally excluded from the esti- 
mates. Additional information has 
resulted in a considerable increase in 
prior estimates as to the depth of the 
pay sand in this field, It is quite ob- 
vious that any estimate of the amount 
of natural gas, which may ultimately 
be recovered within the state of Mich- 
igan, must be considered as temporary 
and subject to changes from time to 
time as the result of further develop- 
ment. 

These facts must be kept in mind 
in attempting to arrive at any present 
opinion as to the extent of natural gas 
reserves. In this connection, a brief 
survey of the known conditions and 
the development of natural gas up to 
the present time will be of consider- 
able aid in an attempt to arrive at a 
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reasonable conclusion as to how much 
natural gas may exist in Michigan. 
Natural gas in Michigan comes 
mostly from what is called Michigan 
stray sand. It is not found in open 
spaces or in pools. The “pay sand” 
underlying the surface of this state is 
not a continuous sheet. In some 
places pay sand has been found to be 
as much as 27 to 30 feet in thickness; 
in other places it is only 2 feet thick 
or less. A well on one forty may dis- 
cover commercial pay sand, while a 
well a few hundred feet away is a dry 
hole. The porosity of the sand itself 
frequently determines the amount of 
natural gas which may be recovered 
from it. More natural gas is found 


in the interstices of pay sand which 
is coarse than can be recovered from 
a tightly packed sand, and obviously 
more natural gas is recoverable as the 
thickness of the pay sand increases. 


The amount of reserves of natural 
gas in a certain area does not at all 
depend upon the amount of so-called 
“open flow.” A large pipe driven in- 
to pay sand of open porosity and of 
considerable depth may develop an 
open flow in excess of 30 million 
cubic feet but this does not increase 
the amount of gas in the area or nec- 
essarily indicate the extent of the re- 
serves. As a simple comparison we 
may consider a gas area as a barrel, 
which holds only a certain amount of 
contents. Boring a large hole or a 
large number of smaller holes into the 
barrel may remove the contents more 
rapidly, but only so much can be taken 
out of the barrel as it originally con- 
tained. Natural gas is not being man- 
ufactured underground. It is there 
in fixed quantity, and taking out the 
gas does not increase the quantity. In 
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fact, if taken out too rapidly the 
amount of recoverable gas may be 
substantially decreased and, as in the 
Muskegon field, the usefulness of the 
area may be rapidly destroyed. 

Natural gas in commercial quanti- 
ties was first discovered in Michigan 
in December of 1927 in the Muskegon 
field, adjacent to the city of Muske- 
gon. Pipe lines were run to Muske- 
gon from this field both for industrial 
and domestic use. The wasteful man- 
ner in which this natural gas was used 
and the waste in the field itself, due 
to lack of laws regulating the taking 
and use of natural gas, resulted in an 
almost complete exhaustion of the nat- 
ural gas in this field at too early a date 
and in December of 1930 it became 
necessary to return to the use of man- 
ufactured gas for Muskegon. While 
there is still a small quantity of nat- 
ural gas being taken from this field 
for industrial purposes, the city of 
Muskegon and adjacent municipalities 
are now being served with natural gas 
from another field. 

The next gas field discovered was 
in Grant township, Clare county. 
Due to small acreage and the relative- 
ly small reserve in this field, no pipe 
line was connected thereto until No- 
vember of 1935, at which time gas 
was transported from this field to sup- 
ply the communities of Mt. Pleasant, 
Clare, and Rosebush. 

Natural gas in the Broomfield area 
was discovered in February, 1930, on 
section 10 of Broomfield township, 
Isabella county. Natural gas service 
from this field was started for the city 
of Midland in 1931, and the cities of 
Bay City and Saginaw in 1933 and at 
the present time a pipe line conveys 
natural gas from this field to Midland, 
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Saginaw, Bay City, and numerous 
smaller communities in the Saginaw 
valley. 

In 1930 the Vernon field was dis- 
covered in section 36 of Vernon town- 
ship, Isabella county. In 1931 gas 
was first taken from this field for the 
cities of Mt. Pleasant, Clare, and 
Rosebush, now supplemented by the 
small reserves in Grant township, 
Clare county. 

The Austin field, in Austin town- 
ship, Mecosta county, was discovered 
early in 1933 and about a year later 
a pipe line was constructed from this 
field to convey gas to the city of Big 
Rapids. It being apparent that the 
proven reserves in this field were more 
than sufficient for the needs of Big 
Rapids, a pipe line was run from this 
field in the fall of 1934 to the city of 
Muskegon. This pipe line now serves 
with natural gas the cities of Muske- 


gon, Muskegon Heights, and North 
Muskegon, in addition to Big Rapids. 

A field of minor importance had 
already been encountered in Denver 


township, Isabella county. Later 
what is called the Leaton Field was 
discovered in another portion of Den- 
ver township. Gas was first taken 
from this field in November of 1935 
through a 2-inch pipe line, to supple- 
ment the use of natural gas in Mt. 
Pleasant, Clare, and Rosebush. 

There is unquestionably a natural 
gas field of some size in the general 
Crystal area. This field is as yet un- 
developed and may result in the dis- 
covery of one or more independent 
fields. In November, 1935, a 4-inch 
pipe line was authorized and con- 
structed to convey the small amount 
of natural gas shown in this field, 
from section 36 of Ferris township, 
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Montcalm county, to the city of Alma, 
There is a possibility that this field 
may develop sufficient natural gas to 
supply the communities of Alma, 
Ithaca, St. Louis, Breckenridge, and 
supplement the supply for other com- 
munities. At the present time this 
area appears to be the most promising 
of the undeveloped natural gas fields 
in Michigan. 

With the exception of a few small 
showings of gas, not in commercial 
quantities, the foregoing is substan- 
tially a complete survey of the natural 
gas discovery and its use, down to the 
largest field of all, namely the Hinton- 
Millbrook-Belvidere area, which is the 
source of supply sought to be used by 
the Grand Rapids Gas Light Company 
in this application. Careful studies 
and estimates have been continuously 
made and brought down to date as to 
the amount of gas in all of the above 
areas. The Commission has made 
careful studies of the necessary take 
of natural gas from those fields by the 
communities which are now served 
from them. It is probable from all of 
the information available at the pres- 
ent time, that the above fields (outside 
of the Hinton-Millbrook-Belvidere 
area and possibly the Austin field), do 
not to any considerable extent afford 
any supply of natural gas sufficient to 
serve for a reasonable length of time 
any other communities than those al- 
ready served from them. 

The Hinton-Millbrook-Belvidere 
field was discovered May 11, 1934, in 
a well located on section 23 of Hinton 
township, Mecosta county. A pipe 
line was authorized and constructed to 
this field connecting the same with the 
existing pipe line from the Broom- 
field area and used to supplement the 
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supply of natural gas to Midland, 
Saginaw, Bay City, and the Sagi- 
naw valley communities. Gas was 
first taken through this line in Sep- 
tember, 1935. Inasmuch as this pipe 
line has already been authorized and 
constructed the requirements of those 
cities must be taken into considera- 
tion in any study of the amount of 
gas which may be considered avail- 
able in this field for other communi- 
ties. This Commission has author- 
ized the construction of a transmis- 
sion line by the Consumers Power 
Company from this field to the city of 
Lansing, for the purpose of serving 
Lansing and about twenty-five sur- 
rounding communities. This utility 
now serves Lansing and these sur- 
rounding communities with gas man- 
ufactured by said company in Lan- 
sing. 

[1] The question now to be decided 
by the Commission is whether there is 
available for the Grand Rapids Gas 
Light Company a sufficient amount of 
natural gas in the Hinton-Millbrook- 
Belvidere field to justify this Commis- 
sion in authorizing the construction of 
the proposed natural gas pipe line to 
serve Grand Rapids and vicinity. It 
must be kept in mind that the Grand 
Rapids Gas Light Company is a pub- 
lic utility and its funds can be expend- 
ed only where the Commission finds 
that such expenditure is reasonable 
and logical and will serve the public 
convenience and necessity. 

[2] In a former opinion this Com- 
mission held that, in order to justify 
the issuance of a certificate of public 
convenience and necessity for a gas 
utility to construct a natural gas pipe 
line under Act 9, Public Acts of 1929, 


451 


three things should be established and 
they were briefly stated as follows: 

(a) The utility should establish its 
financial ability to construct the facili- 
ties and carry out the enterprise. 

(b) The utility should establish 
that it has available a sufficient quan- 
tity of natural gas to serve the local- 
ity it seeks to serve for a reasonable 
length of time. Just what that rea- 
sonable length of time is it is difficult 
to say but certainly it should have a 
sufficient supply of gas to serve the 
locality it proposes to serve for eight 
or ten years. 

(c) Said utility should have a mar- 
ket ready to receive the natural gas it 
proposes to transport. 

There is no dispute as to the fact 
that the Grand Rapids Gas Light 
Company has established the first and 
third of these requirements. 

[3, 4] The city of Grand Rapids 
has raised an issue in this hearing as 
to whether the present gas reserves 
warrant serving that city with full 
natural gas. Except as it appears 
from the schedules filed with this ap- 
plication, or from the testimony and 
argument, this is not a necessary issue 
at this time. This is an application by 
the Grand Rapids Gas Light Company 
for a certificate of public convenience 
and necessity for the approval of a 
pipe line to transport natural gas from 
the Hinton-Millbrook-Belvidere field 
to Grand Rapids. The question as to 
whether Grand Rapids and vicinity 
shall ultimately be served with full 
100 per cent natural gas may more 
properly be a matter for future con- 
sideration by the Commission. The 
matter of proration or take between 
wells in the gas area and the question 
of the amount of gas to be taken from 
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the entire field, or from each of the 
wells in the field, is continuously be- 
fore the Commission. Conditions 
which may vary from day to day, de- 
mand that any decision as to proration 
or amount of take must be temporary 
only. The Commission will at all 


times have in mind that proration and 
withdrawal of natural gas must be 
decided as equitably as possible among 
the owners of wells in the field and 
with proper consideration for the ne- 


Estimate Made By 


Max Ball and H. D. Crider 
Ralph E. Davis, Inc., engineers 
Preliminary Report, U. S. Bureau of Mines 


cessities and requirements of gas con- 
sumers over a reasonable length of 
time. 

Based upon the schedules filed with 
the application of the Grand Rapids 
Gas Light Company for the serving 
of a mixed gas of 800 B.T.v. the tes- 
timony indicates that one billion cubic 
feet of natural gas will be required 
annually for such service. 

The Grand Rapids Gas Light Com- 
pany expressed itself as willing and 
anxious to supply Grand Rapids with 
straight natural gas if a sufficient 
quantity is available. 

It was represented by that company, 
that if straight natural gas is used 
with favorable rates an annual con- 
sumption of approximately 4 billion 
cubic feet could be anticipated. It 
appears to the Commission, based up- 
on results secured in other localities, 
that probably the annual consumption 
would more closely approach 3 bil- 
lion cubic feet per year with the use 
of straight natural gas. 

The reserve of natural gas in the 
Hinton-Millbrook-Belvidere area was 
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estimated by three independent agen- 
cies. The Grand Rapids Gas Light 
Company has secured an estimate 
through the services of the consulting 
engineers, Max Ball and H. D. Crider, 
the city of Grand Rapids has secured 
an estimate from Ralph E. Davis, 
Inc., engineers, and the Commission 
has secured a preliminary estimate 
from the U. S. Bureau of Mines. The 
essential points of these estimates are 
shown in tabular form as follows: 

Estimated 
Recoverable Gas 

in Cubic Feet 
27,740,099,000 
13,000 acres 42,000,000,000 Feb. 3, 1936 
9,850 acres 28,650,000,000 Jan. 1, 1936 

Examination of the exhibits sub- 
mitted shows that somewhere between 
80 per cent and 88 per cent of the re- 
serves in this field are under contract 
to the Grand Rapids Gas Light Com- 
pany and the Consumers Power Com- 
pany, the variation in percentage being 
due to the difference in the area cov- 
ered by the three estimates of re- 
serves. 

The testimony before the Commis- 
sion indicates that the Consumers 
Power Company now has natural gas 
under contract from this field amount- 
ing to between 40 per cent and 45 per 
cent of the total proven reserves and 
that the Grand Rapids Gas Light 
Company likewise has under contract, 
something between 40 per cent and 45 
per cent of the reserves of natural gas 
in this field. 

In connection with the reserves of 
the above field, it is also necessary to 
consider the reserves in the so-called 
Broomfield natural gas field, located 
in Broomfield township, Isabella coun- 
ty, as the transmission line serving 
the Saginaw valley district connects to 


Proven Area 
of Reserve 
(Approximate) 
16,000 acres 


Date of 
Estimate 
Feb. 3, 1936 
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both the Hinton-Millbrook-Belvidere 
field and the Broomfield field. The 
only estimate submitted at the hear- 
ings in this matter on the Broomfield 
area was made by Ralph E. Davis, 
Inc., engineers, and in their opinion 
there were approximately 5,500,000,- 
000 cubic feet of natural gas still re- 
coverable from the Broomfield area. 
The report of the U. S. Bureau of 
Mines as of January 1, 1935, less 
withdrawals made since that time, in- 
dicates that there should still be some 
11,000,000,000 cubic feet recoverable 
from this area. In view of the fact 
that the Bureau of Mines has not had 
an opportunity to bring their report to 
date, it is our opinion that for the 
purposes of this investigation we 
should use an average of the two esti- 
mates or approximately 8,000,000,000 
cubic feet as the recoverable reserve 
still in the Broomfield field. 

While the application for the nat- 
ural gas pipe line to Grand Rapids is 
based upon connection at the present 
time with the Hinton-Millbrook-Bel- 
videre field only, the Crystal area, 
which lies to the southeast of said 
field, must also be considered, as it is 
adjacent to the authorized line to the 
city of Lansing. The only estimate 
of the reserves in the Crystal area, 
made by Ralph E. Davis, Inc.; engi- 
neers, was that there is a reserve of 
approximately 5,500,000,000 cubic 
feet in the Crystal pool area. 

At the present time a 4-inch line 
connects this Crystal area with the 
city of Alma. There is so little defi- 
nitely known at present about the gas 
producing possibilities of the Crystal 
area because of insufficient drilling, 
that it does not seem worth while at 
this time to attempt to make a reduc- 
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tion from the reserves in this field for 
service of the market in the Alma dis- 
trict which might be reached by this 
4-inch line. 

The proofs indicate that the market 
already served or authorized to be 
served from the Hinton-Millbrook- 
Belvidere field, namely, the Saginaw 
valley district, and the Lansing dis- 
trict of the Consumers Power Com- 
pany, will require approximately 32,- 
300,000,000 cubic feet of natural gas 
during the next eight years under 
favorable rates and business condi- 
tions. If 8 billion of this is secured 
from the present Broomfield area, 
there must be some 24 billion taken 
from the Hinton-Millbrook-Belvidere 
field and Crystal area to serve the 
Saginaw valley and the Lansing area. 
This would leave somewhere between 
9.5 and 13 billion cubic feet in 
the Hinton-Millbrook-Belvidere and 
Crystal areas available for other com- 
munities. 

Since the hearings in this matter 
were concluded there has been no ap- 
preciable change in the Michigan nat- 
ural gas situation outside of the Hin- 
ton-Millbrook-Belvidere area. While 
considerable exploratory drilling is 
going on, no new fields have been dis- 
covered. However, in the Hinton- 
Millbrook-Belvidere field a number of 
new producing gas wells have been 
drilled in since the hearing. The total 
acreage of the field has not yet been 
appreciably enlarged. Within the 
field itself new wells are producing a 
very encouraging amount of open 
flow and the estimate of the depth of 
the pay sand should evidently be con- 
siderably increased over the figures 
given at the hearing based upon the 
information then at hand. Increase 


13 P.U.R.(N.S.) 





MICHIGAN PUBLIC UTILITIES COMMISSION 


in depth of pay sand of course in- 
creases the amount of proven reserves. 
To that extent it is obvious that there 
is more natural gas within this field 
than indicated by the estimates given 
at the hearing. However, the amount 
of withdrawals of gas from a field, 
while depending to some extent upon 
the depth of pay sand, cannot be meas- 
ured by the amount of open flow. 
Merely boring more holes into the 
barrel and thereby increasing the take 
or open flow does not indicate any in- 
crease in proven reserve. While the 
maximum permitted take of the well 
has been limited to approximately 174 
per cent of the open flow, this does not 
mean that it would be safe to approach 
the maximum permitted take of the 
open flow, especially where it might 
be true that too many holes had been 
bored into the barrel. 

The Commission will, of course, be 
guided to a considerable extent in its 
ultimate action by the report of the 
survey of the United States Bureau of 
Mines, which is now in progress. It 
may be expected, and of course it is 
to be hoped, that when natural gas is 
actually turned into the pipe line for 
Grand Rapids the Commission may 
be able to decide that the developments 
and prospects indicate that Grand 
Rapids may be served at the outset 
with full natural gas. 

[5-7] Act 9 of the Public Acts of 
1929 places upon the Commission the 
duty and the authority to determine 
that a natural gas pipe line when con- 
structed and in operation will serve 
the convenience and necessities of the 
public before approval is granted. 
The Commission conceives this to 
mean the convenience and the necessi- 
ties of all the public, meaning all the 
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people of the state. This includes gas 
well owners and producers, gas con- 
sumers, municipalities, and public util- 
ities investing money in pipe line and 
includes every locality from the field 
to the consumer. It also includes the 
conservation of natural gas resources 
to ultimately serve the best interests, 
the convenience, and necessities of all 
the people of Michigan. 

The Commission finds that the con- 
venience and necessities of Grand 
Rapids will be served even by the use 
of mixed gas. Of couse they will be 
better served by full natural gas. The 
troublesome question in this matter is 
whether there is enough natural gas 
now reasonably certain to serve all 
these communities. In determining 
this fact the Commission must neces- 
sarily be somewhat conservative in the 
interests of all the public and with due 
regard to the conservation rather than 
the destruction of Michigan’s natural 
resources. 

As counsel for this applicant com- 
pany has pointed out, the convenience 
and necessity of the greatest number 
will be served by the use of natural 
gas for domestic purposes. However, 
it seems to be established that natural 
gas must also be sold and used for in- 
dustrial purposes, at least at the pres- 
ent time, in order to bring up the con- 
sumption to a point where enough 
gas will be sold to justify low rates 
for domestic customers. The precise 
point which must be reached, where 
enough gas is sold to take care of op- 
erating expenses, depreciation, and re- 
turn on investment and at the same 
time fix a rate low enough to make its 
use attractive to the public, is a ques- 
tion which the Commission and its en- 
gineers have given considerable study. 
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It would seem that at the present time, 
and based upon the length of time we 
may expect our gas fields to last, rates 
could not be fixed low enough to make 
it economically desirable that natural 
gas should be used for domestic pur- 
poses only. We agree with counsel 
that the duration of the reserves also 
largely depends upon what use the 
Commission allows to be made of the 
natural gas from Michigan fields in 
future proration orders as between 
pipe lines, and this, of course, brings 
up squarely the question as to how 
many pipe lines can be authorized and 
how many communities can be served 
with economically desirable natural 
gas. These questions are not station- 
ary but necessarily will vary with 
changing conditions. 

[8] The Commission does not ac- 
cede to the viewpoint that anyone who 
may contract for or purchase natural 
gas in any gas field ipso facto has the 
right to take such gas in any quantity 
which may appear desirable to the 
purchaser. It is perfectly obvious 
that this theory, if followed, would 
completely destroy the effectiveness of 
Act 9, Public Acts of 1929, and nulli- 
fy the act. In fact this theory fol- 
lowed before the passage of the act 
was the very reason for the act. 

We do not accede to the theory that 
this applicant company owns the gas 
it claims to have under contract, in- 
cluding the right to take the gas in 
such quantities and as rapidly as the 
applicant or the consuming public of a 
community may in its or their own 
judgment desire. The Commission is 
not willing to be a party to the pos- 
sible destruction of Michigan natural 
gas fields by following such a theory. 

If the application made by the 


Grand Rapids Gas Light Company 
had been filed and heard coincident 
with the applications for serving nat- 
ural gas to other communities, Grand 
Rapids would, of course, be in a posi- 
tion to expect equal consideration in 
the matter of proration. However, 
the application now under considera- 
tion was not filed until after the ap- 
plications had been filed and the hear- 
ings concluded, and in most instances 
orders made authorizing other pipe 
lines to serve other communities. 

On the basis of the Grand Rapids 
Gas Light Company’s estimate for 
serving a mixed gas in Grand Rapids, 
it would require some 8 billion cubic 
feet of gas during a corresponding 8- 
year period. If straight natural gas 
is served in Grand Rapids the require- 
ments for the same 8-year period as 
hereinafter indicated, would be many 
times as great. In other words, with 
mixed gas in the city of Grand 
Rapids, the anticipated demand upon 
the Hinton-Millbrook-Belvidere field 
and the Crystal field for all markets 
served therefrom would be upwards 
of 32 billion in eight years. 

The estimates of the applicant com- 
pany, according to the record, was 
that 50 billion cubic feet of proven re- 
serves were necessary to adequately 
serve Grand Rapids alone with full 
natural gas. One of applicant’s en- 
gineers estimated that the reserves in 
the Hinton-Millbrook-Belvidere field 
would last approximately four years 
if straight natural gas should be 
served in the Saginaw valley, Lan- 
sing, and Grand Rapids areas. 

[9] The Commission finds that the 
serving of Grand Rapids and vicinity 
with gas on a minimum basis of 50 
per cent natural and 50 per cent man- 
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ufactured gas will serve the public 
convenience and necessity. In consid- 
ering the question whether public con- 
venience and necessity will be served 
by allowing a public gas utility to in- 
vest substantial amounts of money in 
a natural gas pipe line, the length of 
usefulness of the proposed pipe line 
and changeover equipment is an im- 
portant element to be considered in 
determining whether the outlay of 
money for construction and change- 
over can be amortized over the period 
of usefulness of the added equipment. 
Public convenience and necessity will 
not be served if the service of natural 
gas must be terminated (through lack 
of supply) at the end of two or three 
years, and if the expense of the pipe 
line and equipment must be added to 
the rates charged to customers over so 
short a period of time. 

The alternative to a mixed gas serv- 
ice would be, based upon the facts now 
available, that no natural gas be taken 
to Grand Rapids until the reserves 
were sufficiently proven to warrant the 
use of straight natural gas in that 
city. This method of procedure, how- 
ever, has the disadvantage that during 
this period of time the citizens of 
Grand Rapids would not be securing 
the savings in their gas bills that 
would be possible with the mixed gas 
and neither would the producers in the 
field have the benefit of the additional 
market caused by the mixed gas. The 
construction of a natural gas line to 
Grand Rapids at this time will also 
have the further beneficial effect of 
materially promoting the further 
search for and development of natural 
gas fields in the central portion of this 
state. 

The Commission is of the opinion 
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that the applicant has available for its 
use from the Hinton-Millbrook-Bel- 
videre field a sufficient quantity of 
natural gas to serve Grand Rapids and 
vicinity with mixed gas for a reason- 
able length of time and we believe that 
at the present time the Commission js 
justified in finding that the Grand 
Rapids Gas Light Company will be 
able to serve Grand Rapids and vicin- 
ity with mixed gas for a period of 
eight or ten years. The Commission 
should be reasonably conservative on 
the question as to whether the appli- 
cant can serve Grand Rapids and 
vicinity at the present time with full 
natural gas. The proofs establish that 
the gas-consuming public of Grand 
Rapids and vicinity will be benefit- 
ed and convenienced through being 
served with mixed gas; that a consid- 
erable saving in rates will result and 
likewise a considerable increase in the 
consumption of gas, thus better serv- 
ing present customers and also serving 
additional customers. 

[10] In any final solution of the 
question as to whether sufficient nat- 
ural gas may ultimately be available to 
serve Grand Rapids and vicinity with 
gas of greater heating value (that is 
gas having a higher percentage of nat- 
ural gas) we must keep in mind that 
sufficient gas must be available at all 
times to satisfy the demands of the 
public for a peak load. If gas is to 
be used extensively for house heating 
purposes, enough gas must be avail- 
able at all times to care for the maxi- 
mum demand. The Commission takes 
notice of the fact that with the sub- 
zero weather which has recently pre- 
vailed in Michigan it would indeed be 
a hardship upon the public, which de- 
pended upon gas for house heating 
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purposes, if there should not be suffi- 
cient gas available for public use un- 
der such unusual circumstances. 

[11] The fact that a gas utility has 
a gas manufacturing plant in reserve, 
whereby it may furnish gas to its cus- 
tomers in case of a partial failure of 
the supply of natural gas, or if and 
when natural gas may be exhausted, 
also has a direct bearing upon the 
question as to whether the Commis- 
sion should authorize the expendi- 
ture of considerable sums of money 
by a public utility for a natural gas 
pipe line. The usefulness of gas 
manufacturing equipment is not nec- 
essarily terminated when the use 
of natural gas is begun. If a manu- 


facturing plant must be immediate- 
ly dismantled for its salvage when 
the utility begins serving natural gas, 
the loss would have to be passed on 
and charged to gas users, in an upward 
All Michigan pub- 


revision of rates. 
lic gas utilities, which thus far have 
been allowed by this Commission to 
invest funds in serving consumers 
with natural gas; have adequate gas 
manufacturing plants in reserve to be 
used when and if necessary to con- 
tinue serving the public with manu- 
factured gas. 

The Commission also finds that the 
application contains all of the neces- 
sary information required to be fur- 
nished to the Commission, including 
maps, and description of route and 
connections, required by Act No. 9, 
Public Acts of 1929. 

Another important phase of the 
matter remains to be discussed briefly 
in this opinion. As indicated at the 
hearing, almost unsurmountable diffi- 
culties will arise in reaching a fair 
proration and equitable withdrawal of 
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gas from the Hinton-Millbrook-Bel- 
videre field if there are to be two or 
more gathering companies in the one 
field. The Commission is firmly of 
the opinion that these difficulties may 
be solved and withdrawal of gas from 
this field may be made fair and uni- 
form to both the producers of gas and 
the consumers, if some arrangement 
can be made for a united action among 
those who are gathering the gas from 
this field. Having that in mind, the 
Commission withholds from its de- 
termination, and reserves for future 
consideration and determination its 
decision as to what methods shall be 
adopted by this applicant in gathering 
gas. The Commission finds that a 
certificate of public convenience and 
necessity should be granted to the ap- 
plicant for the construction of the 
transmission line referred to, approv- 
ing the maps, descriptions, and con- 
nections as filed, but the Commission 
reserves for future decision the ques- 
tion as to what method shall be adopt- 
ed by the applicant to gather or take 
natural gas from the field in question. 

The construction of the transmis- 
sion line will be approved. The con- 
struction of gathering lines and the 
method of withdrawal of gas from 
the field is hereby reserved for further 
consideration. 

This Commission, therefore, is of 
the opinion that at the present time 
the proofs adduced at this hearing 
justify an order of the Commission 
approving the application for permis- 
sion to construct a transmission line 
from the Hinton-Millbrook-Belvi- 
dere area to Grand Rapids by the 
Grand Rapids Gas Light Company to 
supply Grand Rapids and vicinity with 
a mixture of natural and manufac- 
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tured gas, consisting of 1,000 cubic 
feet of natural gas and 1,000 cubic 
feet of manufactured gas of a heating 
value of approximately 530 B.T.U., 
said gas when mixed to have approxi- 
mately a heating value of 800 B.T.v.; 
and to transmit annually from said 
field for the purpose of serving said 
mixed gas up to approximately the 
amount designated in the estimates 
hereinbefore referred to and contained 
in the schedule attached to the appli- 
cant’s petition herein. 

Applicant may have an order in ac- 
cordance with this opinion. The or- 
der may provide that the convenience 
and necessities of the public will be 
served by allowing the Grand Rapids 
Gas Light Company to construct the 
pipe line under consideration for the 
purpose of serving its customers with 
a mixed gas consisting of 50 per cent 
natural and 50 per cent manufactured 
gas, said manufactured gas to be of 
at least 530 B.T.u. content, which will 
produce a gas of approximately 800 
B.T.U.; that unless and until the fur- 
ther order of the Commission the pipe 
line shall be allowed to withdraw from 
the gas field an amount of natural gas 
sufficient to serve its customers with 
the mixed gas produced by combining 
the natural and manufactured gas in 
the proportions aforesaid, but that 
such withdrawal shall not exceed the 
amount necessary to serve such mixed 
gas, and shall not exceed the amount 
designated in the estimates hereinbe- 
fore referred to and contained in the 
schedule attached to applicant’s peti- 
tion herein. 

The Commission expressly reserves 
jurisdiction of the entire matter for 
the purpose of making any such other 
and further orders in the matter as 
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circumstances may require, expressly 
including the jurisdiction to make any 
such further order in regard to the 
amount of natural gas which the pipe 
line may withdraw from the field and 
transmit to Grand Rapids; and in- 
cluding the manner and method of 
proration and the amount of take of 
natural gas for such pipe line. 


Hutt, Commissioner, dissenting: 
This matter is before the Commission 
on petition of the Grand Rapids Gas 
Light Company for authority to con- 
struct a 10-inch pipe line for the 
conveyance of natural gas from the 
so-called Hinton-Millbrook-Belvidere 
natural gas field in Montcalm and 
Mecosta counties to the city of Grand 
Rapids as a common purchaser, not a 
common carrier. Maps, estimates of 
cost, and other data are on file with 
said petition. Schedules of rates or 
cost to consumers, domestic, commer- 
cial, and industrial, are filed and it is 
proposed by the petitioner to furnish 
the customers of the Grand Rapids 
Gas Light Company with a mixed 
natural and manufactured gas of 800 
B.T.U. content, whereas, they are now 
being furnished with a manufactured 
gas of 530 B.T.U. content. 

The petition of the Grand Rapids 
Gas Light Company was filed on De- 
cember 20, 1935, and on various dates 
testimony was offered to prove that 
the petitioner and its predecessors 
have been manufacturing and supply- 
ing artificial gas in the city of Grand 
Rapids since 1858; that it now serves 
the cities of Grand Rapids, East 
Grand Rapids, Grandville, and Rock- 
ford, in the townships of Alpine, 
Byron, Gaines, Grand Rapids, Paris, 
Plainfield, Sparta, Walker, Wyoming, 
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and in the village of Sparta, all in 
Kent county ; that it is financially able 
and capable of building the pipe line 
proposed by its petition; that it now 
manufactures and sells approximately 
1,354,000,000 cubic feet of artificial 
gas per year to 44,230 customers 
through 50,876 meters; that it has 
under contract acreage in the above- 
named natural gas field designated by 
the petitioner as proven, semiproven 
and highly probable, and additional 
probable; that said acreage represents 
reserves Of 14,686,809,000 cubic feet 
proven, 13,053,290,000 cubic feet 
semiproven and highly probable, and 
4203,925,000 cubic feet additional 
probable; that said reserves constitute 
a sufficient supply to furnish its cus- 
tomers with a mixed manufactured 
and natural gas of 800 B.T.U. content 
for a reasonable length of time to jus- 
tify the investment of conveying the 
same by the proposed pipe line and 
making a change-over of equipment; 
that a pipe line of 103-inch dimension 
is sufficient and practicable for as long 
as it is necessary to use natural gas 
in mixed form; and that the schedules 
of rates or cost to its customers as 
proposed is fair to the consumer and 
will yield only a reasonable return to 
the utility on its investment. 

Due notice of hearing on said ap- 
plication was given to all owners of 
gas wells of record with the Commis- 
sion, all natural gas pipe-line owners, 
all cities and villages in the lower pen- 
insula, and to all other persons who 
might be interested in the purchasing, 
gathering, transmission, or distribut- 
ing of natural gas. 

At the several hearings in this mat- 
ter the city of Grand Rapids appeared 
as intervener and offered testimony 
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to prove that sufficient reserves are 
proven in the so-called Hinton-Mill- 
brook-Belvidere field to make a full 
natural gas supply available to the 
consumers of Grand Rapids and vicin- 
ity. Testimony was offered by the 
city to the effect that there are up- 
wards of 42,000,000,000 cubic feet of 
reserves in the area within which the 
Grand Rapids Gas Light Company’s 
leased acreage is located; that by 
prompt and efficient development on 
the part of said company such re- 
serves should be available to Grand 
Rapids use; that such reserves should 
supply the consumers in Grand Rapids 
and vicinity with unadulterated nat- 
ural gas for a period of years suffi- 
cient to justify the building of said 
pipe line; that straight natural gas 
should be supplied to the consumers of 
Grand Rapids and vicinity at a cost 
comparable to other cities using nat- 
ural gas and permitting of space heat- 
ing and commercial and industrial 
usage; and that a larger pipe line 
should be constructed from the field. 

Other appearances were made by 
landowners, royalty holders, and gas 
producers appearing in support of 
said application. The Consumers 
Power Company appeared as the hold- 
er of contracts for purchase of por- 
tions of the natural gas in said field 
and as a public utility supplying nat- 
ural gas to other communities. 


Gas Fields 


The history of other natural gas 
fields in Michigan is of importance in 
this matter only regarding further 
discoveries which might be made 
widening the extent of present fields. 

The first discovery in commercial 
quantities was made in 1927 in the 
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Muskegon field. Being practically the 
first experience, commercially, regu- 
tory measures had not yet been adopt- 
ed and the gas was used in a very 
wasteful manner and the field depleted 
rapidly. 

The next discovery was in the 
township of Grant, Clare county. 
The area of this field seemed to be 
limited and was not developed until 
later when gas was transported to 
Mount Pleasant, Clare, and Rosebush. 


The Broomfield area was next dis- 
covered in Broomfield township, Isa- 
bella county, and a line was built to 
Midland which subsequently was ex- 
tended to the Saginaw valley. 

The so-called Vernon field in Ver- 
non township, Isabella county, ap- 
peared to be of smaller area and the 
gas from the wells drilled is conveyed 
to Mount Pleasant, Clare, and Rose- 
bush. 

The Austin field in Austin town- 
ship, Mecosta county, in which re- 
coverable reserves are now estimated 
at approximately 11,000,000,000 cu- 
bic feet, has pipe lines running north- 
erly to Big Rapids and southerly to 
Muskegon, Muskegon Heights, and 
North Muskegon. This field has 
been apparently quite definitely out- 
lined on two sides but predictions have 
been made that further discoveries 
were quite probable to the southeast. 

The Leaton field in Denver town- 
ship, Isabella county, is of smaller 
proportion and appears to be some- 
what similar to the Vernon field. 
The gas from this field is being con- 
veyed to Mount Pleasant, Clare, and 
Rosebush. 

In the Crystal area, Montcalm 
county, the showings of natural gas 
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have appeared to be quite extensive 
and it is predicted that the field may 
develop large reserves. In Novem. 


ber, 1935, a 4-inch pipe line was con. 
structed from section 36 in Ferris 
township to the city of Alma to sup. 
ply refineries there and it is quite like. 
ly that this field will be called upon 
to supply the communities of Alma, 
Ithaca, St. Louis, and Breckenridge, 


Pipe Lines 


The facts with reference to the con- 
struction of pipe lines in the state af- 
fecting the field in question are about 
as follows: 

In August, 1933, an 8-inch steel 
pipe line was constructed by the Con- 
sumers Power Company from the 
Broomfield field to Midland, which 
line was subsequently extended into 
the Saginaw valley. On May 2, 
1935, an order was made by the 
Michigan Public Utilities Commission 
approving the construction of said 
line for the purpose of serving Sag- 
inaw, Bay City, and other villages in 
the Saginaw valley. 

On May 2, 1935, an order was 
made granting the Consumers Power 
Company authority to extend said 
pipe line from the Broomfield field in- 
to the so-called Hinton-Millbrook- 
Belvidere area. 

On December 4, 1935, an order 
was made granting the Consumers 
Power Company authority to build a 
103-inch pipe line from the previous 
extension, southeasterly through the 
so-called Crystal oil field to the city 
of Lansing for the purpose of supply- 
ing the city of Lansing and surround- 
ing municipalities and townships con- 
nected with the Lansing system. 
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Estimate of Reserves 


Estimates of reserves in the Mich- 
igan natural gas fields have been made 
by various authorities as well as by 
engineers for applicants asking au- 
thority to build pipe lines. 

On March 31, 1931, H. L. Gentry, 
engineer for the Consumers Power 
Company, estimates reserves in the 
Broomfield field as 7,179,000,000 cu- 
bic feet. On July 14, 1933, Mr. Gen- 
try made a new estimate of the 
Broomfield reserves of 10,254,000,- 
000 cubic feet. 

On January 1, 1935, the published 
report of the U. S. Bureau of Mines 
estimated the net recoverable reserve 
in the Broomfield field at 12,230,000,- 
000 cubic feet. That report estimated 
the Hinton-Millbrook-Belvidere ini- 
tial reserve at 7,400,000,000 cubic 
feet. 


In support of the application of the 


Consumers Power Company to build 
a pipe line from the Hinton-Mill- 
brook-Belvidere field to Lansing Mr. 
Gentry estimated the proven reserves 
in that field at 13,500,000,000 cubic 
feet. 

At the hearing of the petition of 
the Grand Rapids Gas Light Com- 
pany Max W. Ball, geologist and en- 
gineer for said company, estimated 
the reserves in the Hinton-Millbrook- 
Belvidere field as 14,686,809,000 cu- 
bic feet proven, 13,053,290,000 cubic 
feet semiproven and highly probable, 
and 4,203,925,000 cubic feet addition- 
al, total 31,944,024,000 cubic feet, 
stating that he had confined his sur- 
vey to that field only. 

In connection with the hearing of 
the petition of the Grand Rapids Gas 
Light Company a tentative statement 
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by the U. S. Bureau of Mines as of 
December 21, 1935, was introduced 
estimating reserves in the Hinton- 
Millbrook-Belvidere field as approxi- 
mately 28,000,000,000 cubic feet 
proven and semiproven. 

At the same hearing Ralph E. 
Davis and Lyon F. Terry of Ralph 
E. Davis, Incorporated, estimated the 
Hinton-Millbrook-Belvidere reserves 
at 42,000,000,000 cubic feet provided 
within an area adjacent to the course 
of the pipe line proposed to be built 
by the Grand Rapids Gas Light Com- 
pany. These men stated that they had 
made an estimate of practically all the 
natural gas fields in the state and con- 
sidered that there is at present a re- 
serve available to Saginaw valley, 
Lansing, and Grand Rapids, of 60,- 
000,000,000 cubic feet. 

Before the close of said hearing 
Max W. Ball and Ralph E. Davis 
both predicted that the area to the 
northwest and the southeast of the 
Hinton - Millbrook - Belvidere field 
would be developed extensively and 
large discoveries made. They also 
predicted that new discoveries would 
be made to the southwest on anticlines 
not yet discovered. Mr. Davis pre- 
dicted 100,000,000,000 cubic feet or 
more would be produced from the 
present fields and new discoveries. 


Discussion 


It will be noted from the foregoing 
estimate of reserves that the geolo- 
gists and engineers have become less 
conservative as new wells continue to 
come in and their predictions have 
assumed a tendency of optimism to- 
ward new discoveries. Of course, 
this Commission cannot base its find- 
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ings on predictions, neither can it 
completely ignore such predictions 
coming in the form of expert testi- 
mony in a matter so subject to honest 
difference of opinion regarding thick- 
ness of sands, porosity of sands, and 
the. extent of the pools. 

Natural gas is a natural resource. 
Its discovery and estimation of vol- 
ume after discovery, both involve sci- 
entific principles in which an element 
of uncertainty is present. Discovery 
and production are encouraged by 
ready and profitable disposal. If the 
citizens of the state, both producers 
and consumers, are to receive the 
benefit of its natural resources, devel- 
opment must be encouraged by a 
ready market as production increases. 
Opinions have been expressed that the 
building of a pipe line is not warrant- 
ed except when a sufficient reserve is 
actually proven to supply the com- 
munity to be served for a period of 


eight or ten years. This has not been 
and necessarily must not be a fixed 
rule, but depends on many condi- 


tions. For example, the distance of 
the community from the field as re- 
lating to the construction investment, 
the possibilities of further discovery, 
the possibilities for development of 
usage which differs greatly according 
to the type of community. Of course, 
discretion must be used in permitting 
a too rapid market development, hav- 
ing in mind the possibility of deple- 
tion of reserves with resultant eco- 
nomic loss and inconvenience to the 
consumer. In this regard the Com- 
mission can only exercise its best 
judgment of the estimates submitted 
by various authorities and parties in 
interest. 

As has been well stated in the opin- 
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ion of this Commission dated Decem- 
ber 4, 1935: 

“Natural gas development in Mich- 
igan has not reached a stationary po- 
sition. It is a comparatively new 
proposition and new situations are 
constantly arising. Any order that 
the Commission makes at this time 
must necessarily have in view future 
developments in this rapidly growing 
discovery and utilization of Mich- 
igan’s new natural resource. . 
The incentive to discover more gas 
reserves must not be throttled. This 
Commission must continue to aid gas 
owners in finding a market for their 
gas and continue to aid citizens of 
Michigan to obtain the full benefit of 
these new discoveries.” 

Section 8 of Act 9 of the Public 
Acts of 1929 contemplates what reg- 
ulation shall become effective when 
the production from any common 
field of supply of natural gas is in 
excess of market demands. In this 
matter it is our belief that there is 
a supply in excess of the present 
market demand. Therefore, the ques- 
tion of further market and the reg- 
ulation thereof is before the Commis- 
sion. 

It appears that the acreage holdings 
of the Consumers Power Company 
and the Grand Rapids Gas Light 
Company in the Hinton-Millbrook- 
Belvidere field are nearly equal, each 
company having approximately one 
half of the proven and semiproven 
reserves under contract. 

When the certificate of necessity 
and convenience was issued to the 
Consumers Power Company to con- 
struct the pipe line for the conveyance 
of natural gas into the city of Lan- 
sing, the Consumers Power Com- 
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pany’s leases or holdings were approx- 
jmately the same as at present. 
Engineers for that company estimated 
the reserves in the field at approxi- 
mately 13,000,000,000 cubic feet at 
that time. 

It now appears that the present ap- 
plicant, the Grand Rapids Gas Light 
Company, has acquired leases in the 
field approximating about the same as 
the Consumers Power Company’s 
holdings. It also appears that the 
estimates of reserves have increased 
quite extensively as hereinbefore re- 
cited. 

If the holding of the leases and 
contracts in the field create the right 
of proprietorship and consequently 
the right to reduce to possession the 
natural gas under the acreage so 
leased, which we believe is the fact 
under the following authorities, then 
one of the questions before the Com- 
mission is whether the present appli- 
cant should be granted a certificate of 
necessity and convenience by reason 
of its holdings in the common field. 

We cite the following authorities 
on the question of proprietorship: 
Ohio Oil Co. v. Indiana (1900) 177 
U. S. 190, 202, 208, 209, 44 L. ed. 
729, 736, 739, 20 S. Ct. 576: 

“No time need be spent in restat- 
ing the general common-law rule that 
the ownership in fee of the surface of 
the earth carries with it the right to 
the minerals beneath, and the conse- 
quent privilege of mining to extract 
them. And we need not, therefore, 
pause to consider the scope of the 
legislative authority to regulate the 
exercise of mining rights and to di- 
rect the methods of their enjoyment 
so as to prevent the infringement by 
one miner of the rights of others.” 


Del Monte Min. & Mill. Co. v. Last 
Chance Min. & Mill. Co. (1898) 171 
U. S. 55, 43 L. ed. 72, 18 S. Ct. 895. 


“Without pausing to weigh the rea- 
soning of the opinions of the Indiana 
court in order to ascertain whether 
they in every respect harmonize, it is 
apparent that the cases in question, in 
accord with the rule of general law, 
settle the rule of property in the state 
of Indiana to be as follows: Al- 
though in virtue of his proprietorship 
the owner of the surface may bore 
wells for the purpose of extracting 
natural gas and oil until these sub- 
stances are actually reduced by him to 
possession, he has no title whatever 
to them as owner. That is, he has 
the exclusive right on his own land 
to seek to acquire them, but they do 
not become his property until the ef- 
fort has resulted in dominion and 
control by actual possession. It is 
also clear from the Indiana cases cited 
that, in the absence of regulation by 
law, every owner of the surface with- 
in a gas field may prosecute his ef- 
forts and may reduce to possession all 
or every part, if possible, of the de- 
posits, without violating the rights of 
the other surface owners.” 


“On the other hand, as to gas and 
oil the surface proprietors within the 
gas field all have the right to reduce 
to possession the gas and oil beneath. 
They could not be absolutely deprived 
of this right which belongs to them 
without a taking of private property. 
But there is a coequal right in them 
all to take from a common source of 
supply the two substances which in 
the nature of things are united, 
though separate. It follows from the 
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essence of their right and from the 
situation of the things as to which it 
can be exerted, that the use by one of 
his power to seek to convert a part of 
the common fund to actual possession 
may result in an undue proportion be- 
ing attributed to one of the possessors 
of the right to the detriment of the 
others, or by waste by one or more 
to the annihilation of the rights of 
the remainder. Hence it is that the 
legislative power, from the peculiar 
nature of the right and the objects 
upon which it is to be exerted, can 
be manifested for the purpose of pro- 
tecting all the collective owners, by se- 
curing a just distribution, to arise 
from the enjoyment, by them, of their 
privilege to reduce to possession, and 
to reach the like end by preventing 
waste.” Champlin Refining Co. v. 
Oklahoma Corp. Commission (1932) 
286 U. S. 210, 76 L. ed. 1062-1064, 
ont: 3, 11, 12, 52S: Ce: 599: 

“Mines, § 48 — oil and gas — rights 

of landowners. 

3. Landowners do not have ab- 
solute title to the gas and oil that 
may permeate below the surface, but 
each has the right to drill wells and 
take from the pools below all oil and 
gas that he may be able to reduce to 
possession, including that coming 
from land belonging to others, sub- 
ject to the reasonable exertion of the 
power of the state to prevent unneces- 
sary loss, destruction, or waste.” 


“Courts, § 767 — stare decisis — de- 
cision upholding order of State 
Corporation Commission — effect 
of change in conditions. 

11. By reason of changing condi- 
tions, orders of a State Corporation 

Commission prorating the permissible 


production of petroleum with a viey 
to preventing waste, economic or ag. 
tual, and to prevent inequitable or yn. 
fair taking from a common source of 
supply or unreasonable discrimination 
in favor of any one common source 
of supply as against another, which 
were proper when made, may become 
inapplicable, unjust, and arbitrary, 
and an affirmance of the validity of 
such orders will not prevent subse. 
quent injunction against their en. 
forcement under a different state of 
facts.” 


“Injunction, § 20 — against enforce. 
ment of unconstitutional statute. 
12. Federal equity jurisdiction will 

be exercised to enjoin the enforce. 
ment of a state law which contravenes 
the Federal Constitution whenever it 
is essential in order effectually to pro- 
tect property rights and the rights of 
persons against injuries otherwise ir- 
remediable.” 

Reserves in the Hinton-Millbrook- 
Belvidere field are now estimated as 
hereinbefore appears from 28,000, 
000,000 to 42,000,000,000 cubic feet. 
If the applicant has the right to re- 
duce to possession the natural gas on 
the leases which they hold constituting 
practically one half of the field, we 
believe a certificate of necessity and 
convenience is justified and the ques- 
tion of “take” is one which must be 
determined by the proration provided 
in the rules and regulations of this 
Commission. 

If on the other hand the statute con- 
templates a theory of proration be- 
tween consumers, we believe the Com- 
mission is justified in issuing a cer- 
tificate of necessity and convenience to 
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the present applicant under the exist- 
ing circumstances. 

The question of what use will be 
developed in a community receiving 
natural gas depends, of course, on 
many things. For the purpose of es- 
timating, some factor must be used. 
While it is by no means a definite and 
certain method, the number of meters 
has been used quite consistently as an 
index in arriving at probable use in 
the different cities involved. We are 
using the number of meters for the 
purpose of parity. 

Exhibits introduced in recent pipe- 
line hearings state the number of 
meters served in the Midland-Sag- 
inaw-Bay City area as 26,075. The 
number of meters served in the Lan- 
sing division is 25,486. The number 
of meters served by the Grand Rapids 
Gas Light Company is 50,876. 

Exhibits introduced estimate the 


use in the Lansing division during the 
third year of natural gas as 1,600,- 


000,000 cubic feet. In considering 
reserves for an 8-year period, we be- 
lieve 1,500,000,000 cubic feet per year 
would be a fair average to assume. 
Since the number of meters in the 
Midland-Saginaw-Bay City division 
is practically the same it will be as- 
sumed that their fair average for an 
8-year period would be similar or 
about 1,500,000,000 cubic feet per an- 
num. Different estimates have been 
made with reference to the Grand 
Rapids area ranging from 2,000,000,- 
000 cubic feet to 4,000,000,000 cubic 
feet per annum. On the basis of the 
number of meters, which is somewhat 
less than the combined Midland-Sag- 
inaw-Bay City division and the Lan- 
sing division, we believe it is fair to 
assume that the average use would be 
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3,000,000,000 cubic feet per annum. 
On this basis the total average con- 
sumption for the three systems above 
mentioned would be 6,000,000,000 cu- 
bic feet per year. 

TABLE I 
Midland-Saginaw-Bay City 1,500,000,000 ci. ft. 


Lansing division 1,500,000,000 cu. ft. 
Grand Rapids system .... 3,000,000,000 cu. ft. 


6,000,000,000 cu. ft. 


As against this probable use, the re- 
serves must be determined. 

The U. S. Bureau of Mines in their 
recent tentative report estimated the 
Hinton-Millbrook-Belvidere reserves 
as 28,650,000,000 cubic feet. The 
balance recoverable from the Broom- 
field area according to their report of 
January 1, 1935, should be 11,000,- 
000,000 cubic feet. They have not 
completed a survey of the Crystal area 
but the Michigan Public Utilities 
Commission’s engineers do not think 
it unreasonable to assume a reserve in 
that area of 5,500,000,000 cubic feet. 


TABLE II 


Hinton- Millbrook- Belvidere 
28,500,000,000 cu. ft. 
11,000,000,000 cu. ft. 
5,500,000,000 cu. ft. 


45,000,000,000 cu. ft. 


Ralph E. Davis, Incorporated, tes- 
tifying for the city of Grand Rapids 
estimated Hinton-Millbrook-Belvidere 
reserves at 42,000,000,000 cubic feet, 
the balance of the Broomfield reserves 
at 5,500,000,000 cubic feet, and the 
Crystal area at 5,500,000,000 cubic 
feet. 








TABLE III 
Hinton-Millbrook-Belvidere 
area 42,000,000,000 cu. ft. 
Broomfield area 5,500,000,000 cu. ft. 
Crystal area 5,500,000,000 cu. ft. 
53,000,000,000 cu. ft. 
On the basis of the foregoing esti- 
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mates the three systems above named 
could be served under Table No. II 
for a period of approximately seven 
and one-half years. Under Table No. 
III the three systems could be served 
for a period of approximately eight 
and one-half years. 

Both of these computations are 
based on figures actually submitted by 
the authorities and engineers as a 
matter of record. In neither is there 
any allowance for the predictions 
made of further discovery. 

Considerable discussion has been 
had regarding future availability of 
the gas reserves. In this regard the 
recent tentative report of the U. S. 
Bureau of Mines reads as follows: 

“As discussed earlier in this mem- 
orandum, back pressure tests were 
conducted on a group of 36 gas wells 
by engineers of the Michigan Public 
Utilities Commission and some very 
good information was obtained re- 
garding gas availability. In general, 
the wells can be classified as good 
normal gas wells and should not be 
damaged if withdrawals are made in 
conformance with the Michigan reg- 
ulations. The total initial flow vol- 
ume of 64 gas wells as reported by 
the driller was approximately 590,- 
000,000 cubic feet of gas per twenty- 
four hours. Based on back pressure 
data, this open flow volume would be 
approximately 16 per cent smaller, or 
about 500,000,000 cubic feet of gas 
per twenty-four hours. If the daily 
withdrawal allowed by state regula- 
tions averages 20 per cent of the open 
flow volume, the allowable withdraw- 
al per day from the field as developed 
at present is approximately 100,000,- 
000 cubic feet of gas. This will de- 
13 P.U.R.(N.S.) 


crease with depletion unless the 
flow volume is increased by drilling 
new wells. For example, it is estimat- 
ed roughly that when the shut-in pres. 
sure has decreased to 300 pounds per 
square inch at the well head, the open 
flow volume of the 64 wells will be 
about 225,000,000 cubic feet of gas 
per twenty-four hours, and, therefore, 
the daily allowable withdrawal will 
average approximately 45,000,000 cu- 
bic feet of gas.” 

During the hearing for the approv- 
al of the gas line to the city of Lan- 
sing testimony was offered estimating 
the peak day’s use of natural gas dur- 
ing the third year at 9,000,000 cubic 
feet. Using the same parity as here- 
inbefore used, it may be anticipated 
that the Midland-Saginaw-Bay City 
division would have a peak day of 
approximately 9,000,000 cubic feet 
and the Grand Rapids division about 


17,000,000 cubic feet, making a peak 
day total for the three divisions of 


35,000,000 cubic feet. Assuming the 
U. S. Bureau of Mines “daily allow- 
able withdrawal’ of approximately 
45,000,000 cubic feet to be correct, 
there would be little danger of un- 
availability. This, of course, is with- 
out any consideration of the present 
open flow of the Broomfield field, ad- 
ditional open flow which is increasing 
constantly as new wells are drilled, 
and without allowing for new discov- 


eries. 
Conclusion 


After consideration of all the facts 
submitted at this hearing, the Com- 
mission finds: 

The Grand Rapids Gas Light Com- 
pany owns the only distributing sys- 
tem in the city of Grand Rapids and 
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now serving the city and vicinity 
thereof. 

The Grand Rapids Gas Light Com- 
pany has sufficient acreage under 
lease in the so-called Hinton-Mill- 
brook-Belvidere natural gas field to 
produce enough natural gas to supply 
the probable use of its customers with 
natural gas for a period of years of 
sufficient time to warrant the invest- 
ment in the pipe line proposed, the 
changeover of equipment, and the de- 
velopment of domestic, commercial, 
and industrial consumption. 

The applicant is financially able and 
capable of financing and constructing 
the pipe line proposed in its applica- 
tion filed with this Commission. 

In the opinion of this Commission, 
a pipe line as proposed of 10#-inch, 
inside dimension, is of sufficient size 
to adequately serve the probable dis- 
tribution in the city of Grand Rapids 
and vicinity. 

The real question before the Com- 
mission is whether it is proper to au- 
thorize the construction of this pipe 
line, thus benefiting the owners of the 
natural gas wells and the consumers 


of natural gas in the Grand Rapids 
area. 

For all the reasons stated in this 
opinion and appearing in the evidence 
taken at the hearing, the Commission 
is of the opinion that the line applied 
for is necessary and practicable, and 
that said line when constructed and 
in operation will serve the convenience 
and necessities of the public; and that 
a certificate of public convenience and 
necessity should be granted the appli- 
cant to begin the immediate construc- 
tion of the proposed pipe line, also to 
construct and operate as a common 
purchaser such gathering lines as are 
necessary to convey the gas from the 
wells to the pipe line, the Commission 
retaining jurisdiction over the loca- 
tion and specifications of said gather- 
ing lines. 

The fixing of gas rates in the city 
of Grand Rapids and vicinity served 
by the Grand Rapids Gas Light Com- 
pany is under the jurisdiction of this 
Commission. 

And appropriate order in confor- 
mity with this opinion should be en- 
tered. 
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Northwestern Bell ‘Telephone Company 


Nebraska State Railway Commission 


[No. 350.] 


(— U. S. —, 80 L. ed. —, 56 S. Ct. 536.) 


Appeal and review, § 27 — Scope of review — Federal Supreme Court — Federal 
questions. 

1. The Supreme Court, in reviewing a decision by a state supreme court, 
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will confine its review to the contentions discussed in the opinion of the 
state court, where the record does not disclose what, if any, Federal ques. 
tions were presented to that court, p. 468. 

Constitutional law, § 20 — Due process — Notice and hearing — Commission 

order — Depreciation rate. 

2. A state Commission order directing a telephone company to use for 
purposes of accounting and reporting to the Commission for a certain year 
a particular depreciation rate was sustained as against a contention that 
it was made without such notice and hearing as due process requires, in 
view of an opinion and of orders of the state Commission making it evident 
that the Commission proposed to deal with the depreciation rate for that 
year and in view of participation of the company in proceedings relating to 
depreciation rates, p. 469. 

Depreciation, § 4 — Jurisdiction of state Commission — Effect of Federal powers. 
3. The jurisdiction conferred by Congress upon the Interstate Commerce 
Commission over accounts and depreciation rates of telephone companies, 
in the absence of action by the Federal Commission prescribing rates, did 
not curtail the authority of a state Commission to regulate depreciation 
rates of such companies, p. 471. 


[March 2, 1936.] 


Yee by a telephone company from judgment of supreme 

court of Nebraska affirming state Commission order which 

directed company to use, for purposes of accounting and re- 

porting to the Commission, a specified depreciation rate; 

affirmed. For lower court decision see 128 Neb. 447, 8 P.U.R. 
(N.S.) 46, 259 N. W. 362. 


> 
APPEARANCES: Charles M. Brac- for the year 1934, a composite depre- 
elen, of New York city, argued the ciation rate of 34 per cent upon all its 


cause for appellant; Edwin Vail, of 
Lincoln, Nebraska, and John E. Ben- 
ton, of Washington, D. C., argued 
the cause for appellee. 


Mr. Justice STONE delivered the 
opinion of the court: This case 
comes here on appeal under § 237 of 
the Judicial Code, USCA, title 28, § 
344, from a judgment of the supreme 
court of Nebraska ([1935] 128 Neb. 
447, 8 P.U.R.(N.S.) 46, 259 N. W. 
362) affirming an order of the Ne- 
braska State Railway Commission 
which directs appellant telephone com- 
pany to use, for purposes of account- 
ing and reporting to the Commission, 
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depreciable property in Nebraska. 

Appellant now assails the order on 
three grounds: (1) that it was made 
without such notice and hearing as 
due process requires; (2) that it is 
invalid because the Interstate Com- 
merce Commission, pursuant to con- 
gressional legislation, has occupied 
the field of regulation of telephone 
company accounting, and has made 
valid orders conflicting with that of 
the state commission; and (3) that it 
infringes due process because it is un- 
supported by evidence and deprives 
appellant of the right to keep accurate 
books of account. 

[1] The record does not disclose 
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what, if any, Federal questions were 
presented to the state supreme court. 
Its opinion discusses only the first two 
contentions made here, and we accord- 
ingly confine our review to them. 
See Miedreich v. Lauenstein (1914) 
232 U. S. 236, 58 L. ed. 584, 34 S. 
Ct. 309; Cissna v. Tennessee (1918) 
246 U. S. 289, 62 L. ed. 720, 38 S. 
Ct. 306; Saltonstall v. Saltonstall 
(1928) 276 U. S. 260, 72 L. ed. 565, 
48S. Ct. 225. 

[2] 1. Assuming, without decid- 
ing, that due process requires that the 
Commission’s order be upon notice to 
appellant and opportunity to be heard, 
we think that requirement was satis- 
fied by the procedure followed by the 
Commission. The challenged order 
was made at the conclusion of pro- 
ceedings initiated by the state Com- 
mission by its General Order No. 59 
(11 P.U.R.(N.S.) 337), directing 
Class A telephone companies, to 
which class appellant belongs, to file 
with the Commission specified sched- 
ules of depreciation rates. The order 
was prefaced by an opinion of the 
Commission. 

The opinion, after reciting the au- 
thority conferred upon the Interstate 
Commerce Commission by § 20 of 
the Interstate Commerce Act, as 
amended by the Transportation Act of 
[February 28] 1920, 41 Stat. at L. 
456, 493, Chap. 91, USCA, title 49, 
§ 20, to fix and prescribe depreciation 
charges for telephone companies, re- 
fers to the order of that Commission 
of July 28, 1931, Re Depreciation 
Charges for Telephone Companies, 
Docket No. 14,700, 177 Inters. Com. 
Rep. 351, which, for the assistance of 
the Commission in prescribing depre- 
ciation charges, required Class A tele- 
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phone companies to file with their 
respective state Commissions by Sep- 
tember 1, 1932, their estimates of 
composite annual percentage deprecia- 
tion rates applicable to each class of 
depreciable property owned or used 
by them, with supporting data. The 
order provided for the adoption of a 
depreciation rate by the Commission, 
to be effective January 1, 1933. The 
opinion of the state Commission 
points out that by later order of the 
Interstate Commerce Commission the 
filing date was postponed to August 
1, 1934, and the date for the pre- 
scribed rate to January 1, 1935. 

The opinion also refers to the De- 
preciation Section Service Circular 7, 
issued by the Interstate Commerce 
Commission Bureau of Accounts, 
which requested that schedules of de- 
preciation rates and statements of es- 
timated service lives and salvage val- 
ues of telephone property be submit- 
ted not later than March 1, 1934, “in 
order that the Commission may be in- 
formed as to the rates contemplated 
for use” by the telephone companies 
for the year 1934. The opinion states 
that it is the view of the state Com- 
mission that it has not been deprived 
of jurisdiction to fix rates for intra- 
state telephone service, and that, while 
Congress has given the Interstate 
Commerce Commission authority to 
prescribe a uniform system of ac- 
counting and rates of depreciation for 
purposes of accounting to it, the state 
Commissions are not deprived of their 
authority to fix rates of depreciation 
so far as their own accounting and 
reporting system is concerned. 

The Commission accordingly or- 
dered that Class A telephone compa- 
nies file with it, not later than March 
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1, 1934, a schedule of depreciation 
rates by primary accounts which they 
proposed to apply for the calendar 
year 1934, with such supporting data 
as is required by the Interstate Com- 
merce Commission, and to file not lat- 
er than August 1, 1934, their com- 
posite annual percentage depreciation 
rates to be effective January 1, 1935, 
in accordance with the order of the 
Interstate Commerce Commission in 
Docket No. 14,700, and its supple- 
mental orders. The order of the 
state Commission concludes with the 
statement that it approves the proce- 
dure adopted by the Interstate Com- 
merce Commission for prescribing de- 
preciation rates, except that “It re- 
serves the right to review the findings 
and conclusions of the Interstate 
Commerce Commission and enter a 
final order thereon as to the deprecia- 
tion rate for accounting purposes to 
this Commission.” 

In compliance with this order ap- 
pellant, on March 1, 1934, filed sched- 
ules classifying its depreciable prop- 
erty in twelve accounts, with estimat- 
ed rates of depreciation of each class 
for 1934, and showing a composite 
estimated rate of depreciation on all 
accounts of 4.48 per cent. 

Upon examination of these sched- 
ules the Commission made a further 
order, on March 6, 1934, reciting that 
depreciation rates for 1934 had been 
filed and that it was not “fully satisfied 
with the rates proposed,” and direct- 
ing that the case be set “for hearing 
for oral examination of the members 
of respondent’s staff, who had pre- 
pared said schedules, and for the in- 
troduction of such evidence as the 
Commission may desire to submit 


with opportunity of objections and 
cross-examination by respondent.” 

Appellant argues that throughout 
these proceedings it was not advised 
that the Commission proposed to make 
any order with respect to depreciation 
rates for 1934, or to do more than 
make recommendations as to the prop- 
er depreciation rates to be adopted by 
the Interstate Commerce Commission 
for 1935. But it was evident from 
the opinion and orders of the Com- 
mission mentioned that it proposed to 
deal with two aspects of appellant's 
depreciation accounting. One was 
the gathering of data with respect to 
the proposed rates of depreciation for 
1935, which the order of the Inter- 
state Commerce Commission had di- 
rected should be filed with the state 
commissions, and as to which the lat- 
ter had been requested to submit their 
recommendations. The other related 
to the state Commission’s asserted 
authority to fix depreciation rates, its 
rejection of the proposed rates for 
1934 as unsatisfactory, and its direc- 
tion that hearings be had on them. 
That the primary purpose of the 
hearing was to aid the Commission in 
its rate-making rather than its advis- 
ory function seems apparent, the 
more so as the order for the hearing 
refers only to the 1934 rates and as 
the date set for it was in March, four 
months before August 1, 1934, the 
date fixed for filing data for the 1935 
rate, with respect to which alone the 
Commission had been asked to exer- 
cise its advisory function. Because of 
subsequent postponements the date for 
submitting the data for 1935 never 
arrived. 

Possibility of doubt as to the pur- 
pose of the hearing was removed in 
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its course before the Commission. At 
the outset the presiding Commission- 
er announced that the purpose was to 
fix the 1934 rate, a statement which 
he repeated later in the course of the 
hearing on the same day. To this 
appellant made no objection. The 
hearing occupied two days. Appel- 
lant was represented by counsel. It 
produced witnesses, including its own 
engineer and others who had prepared 
the filed depreciation schedules for 
1934, who were examined and cross- 
examined at length. No evidence 
tendered by it was rejected. So much 
of the testimony as is included in the 
bill of exceptions occupies 151 pages 
of the printed record. It discloses 
that both the Commission and the ap- 
pellant were seeking to establish the 
proper rate of depreciation to be ap- 
plied to appellant’s property for 1934. 
The state court rightly concluded that 
appellant was afforded a full hearing 
upon adequate notice that the Com- 
mission proposed to fix a depreciation 
rate for 1934, and that the require- 
ments of due process were satis- 
fied. 

[3] 2. The remaining question is 
whether the jurisdiction conferred by 
Congress upon the Interstate Com- 
merce Commission over accounts and 
depreciation rates of telephone com- 
panies, and the exercise of that juris- 
diction by the Commission, have op- 
erated to curtail state authority over 
depreciation rates for 1934. 

The Interstate Commerce Commis- 
sion was given no jurisdiction over 
telephone service rates, but §§ 1 (1), 
20 (1) (5) of the Interstate Com- 
merce Act, as amended by Act of June 
29, 1906, 34 Stat. at L. 584, 595, 
Chap. 3591, USCA, title 49, §§ 1, 
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20, see [June 18, 1910] 36 Stat. at L. 
539, 555, 556, Chap. 309, conferred 
on the Commission authority, in its 
discretion, to prescribe a uniform sys- 
tem of accounts for telephone compa- 
nies, and made it unlawful for them 
to keep any other accounts than those 
prescribed or approved by the Com- 
mission. Such a system of accounts 
was required by the Commission Feb- 
ruary 1, 1913. Effective January 1, 
1933, it prescribed a Revised System 
of Accounts for Class A and Class 
B Telephone Companies and directed 
that they keep all accounts in conform- 
ity to it. 

The Commission never undertook 
to prescribe rates of depreciation for 
telephone companies under the Act of 
1906. But the Transportation Act of 
February 28, 1920, again amending § 
20 (5) of the Interstate Commerce 
Act, directed the Commission, “as 
soon as practicable,” to prescribe the 
classes of property of carriers, includ- 
ing telephone companies, “for which 
depreciation charges may properly be 
included under operating expenses and 
the percentages of depreciation which 
shall be charged with respect to each 
of such classes of property.” Carriers 
were forbidden to charge depreciation 
rates other than those prescribed by 
the Commission. Since 1920 the In- 
terstate Commerce Commission has 
taken steps preparatory to the estab- 
lishment of rates of depreciation for 
telephone companies, some of which 
we have mentioned. The adoption of 
rates has been postponed from time 
to time and has now been indefinitely 
postponed by Order of the Communi- 
cations Commission of May 1, 1935, 
to which the authority of the Inter- 
state Commerce Commission over tel- 
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ephone companies was transferred by 
Act of Congress of June 19, 1934, 48 
Stat. at L. 1064, Chap. 652, USCA, 
title 47, § 151. 

We leave aside the argument of re- 
spondent that the Federal government 
is powerless to deny to the states au- 
thority to prescribe accounts and de- 
preciation rates to assist them in fix- 
ing rates for intrastate telephone serv- 
ice, see Interstate Commerce Commis- 
sion v. Goodrich Transit Co. (1912) 
224 U. S. 194, 56 L. ed. 729, 32 S. 
Ct. 436; compare Income Tax Cases 
(Pollock v. Farmers’ Loan & T. Co. 
[1895]) 157 U. S. 429, 586, 39 L. ed. 
759, 821, 15 S. Ct. 673; Collector v. 
Day (Buffington v. Day [1871]) 11 
Wall. 113, 124, 20 L. ed. 122; Am- 
brosini v. United States (1902) 187 
U. S. 1, 7, 47 L. ed. 49, 52, 23 S. Ct. 
1, and pass to the question, decisive of 
the present case, whether there has yet 
been any exercise of such power. Both 
the language of the statute already 
quoted, and the nature of its subject 
matter indicate that it contemplated 
no restriction of state control over 
depreciation rates until the Interstate 
Commerce Commission had pre- 
scribed its own rates. State Commis- 
sions were not deprived of power to 
fix rates for intrastate telephone serv- 
ice, in determining which rates of de- 
preciation chargeable to operating ex- 
penses play an important part. See 
Lindheimer v. Illinois Bell Teleph. 
Co. (1934) 292 U. S. 151, 78 L. ed. 
1182, 3 P.U.R.(N.S.) 337, 54 S. Ct. 
658. The statute did not envisage an 
immediate adoption of depreciation 
rates by the Interstate Commerce 
Commission. A long period might 
elapse, as the event has shown, before 
the Commission would be prepared to 
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act. It cannot be supposed that Cop. 
gress intended by the amendment to § 
20 (5) to preclude all regulation, state 
and national, of depreciation rates for 
telephone companies, for an indefinite 
time, until the Interstate Commerce 
Commission could act administrativye- 
ly to prescribe rates. See Illinois C. 
R. Co. v. Illinois Pub. Utilities Com- 
mission, 245 U. S. 493, 510, 62 L. ed, 
425, 438, P.U.R.1918C, 279, 38 S, 
Ct. 170; North Dakota R. Comrs, y. 
Great Northern R. Co. 281 U. S. 412, 
430, 74 L. ed. 936, 944, PUR. 
1930C, 225, 50 S. Ct. 391. In Smith 
v. Illinois Bell Teleph. Co. (1930) 
282 U. S. 133, 139, 75 L. ed. 255, 
P.U.R.1931A, 1, 51 S. Ct. 65, this 
court pointed out that until the Inter- 
state Commerce Commission has pre- 
scribed depreciation rates the preroga- 
tive of the state to regulate such rates 
cannot be gainsaid. See also Mis- 
souri P. R. Co. v. Larabee Flour Mills 
Co. (1909) 211 U. S. 612, 623, 53 
L. ed. 352, 361, 29 S. Ct. 214. 
When respondent fixed the com- 
posite rate of depreciation applicable 
to all classes of appellant’s property 
for 1934, the Interstate Commerce 
Commission had prescribed no rate. 
It had given directions for filing data 
with state Commissions preparatory to 
establishing a rate for the year 1935, 
and by the Revised Uniform System 
of Accounts for Telephone Compa- 
nies, effective in 1933, it had pre- 
scribed (Instruction 81 (A) (C)) the 
method by which depreciation ac- 
counts should be kept, directing that 
there be a composite annual percent- 
age rate of depreciation for each ac- 
count covering depreciable property, 
and that until rates “prescribed by this 
Commission became effective” the 
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company’s estimated composite rate 
be used. 

It is said that the company rate, 
yse of which was thus authorized for 
accounting purposes, must be taken as 
the prescribed rate until the Commis- 
sion has fixed its own rate, and that 
in consequence state commissions are 
powerless to disturb it. But the or- 
der shows on its face that the Com- 
mission did not regard the company 
rates as rates prescribed by the Com- 
mission as required by § 20 (5) and 
we think the purpose of the order, 
made plain by its language, was to 
establish a method of accounting, not 
to prescribe depreciation rates within 
the meaning of § 20 (5). It thus, 
without purporting to restrict the 
power of state Commissions over de- 
preciation rates, left the telephone 
companies free, so far as the Inter- 
state Commerce Commission was con- 
cerned, to use their own depreciation 
rates for purposes of the required ac- 
counting, until the Commission per- 
formed the duty to establish rates, im- 
posed upon it by Congress. 

In any event, we think that § 20 
(5) cannot be read as authorizing the 
Interstate Commerce Commission to 
supplant state power to regulate de- 
preciation rates of telephone compa- 
nies except by prescribing a rate ad- 


ministratively determined by the Com- 
mission itself. A direction that the 
Commission, as soon as practicable, 
prescribe depreciation rates, is hardly 
to be read as authority to permit the 
telephone companies to fix the rates 
for themselves in defiance of state 
power. The doubtful constitutional- 
ity of the statute if so construed pre- 
cludes our acceptance of such a con- 
struction. 

The Commission has thus pre- 
scribed no depreciation rates as re- 
quired by § 20 (5). No exertion of 
Federal authority, through the Inter- 
state Commerce Act, § 20 (5), (6), 
(7), the orders of the Commission, or 
otherwise, forbids the making of en- 
tries in appellant’s accounts or the 
doing of anything that is by the state 
commission’s order directed to be 
done. Pending action by the Com- 
munications Commission establishing 
depreciation rates for telephone com- 
panies, state control over such rates re- 
mains unimpaired. We are not called 
upon now to consider the effect upon 
state power of such rates when adopt- 
ed, or, in view of the state of the rec- 
ord, to consider other objections to 
the order of the state Commission fix- 
ing for appellant a composite deprecia- 
tion rate of 34 per cent. 

Affirmed. 





CALIFORNIA RAILROAD COMMISSION 


Re Lawrence Warehouse Company 


[Decision No. 28585, Application No. 20362.] 


Security issues, § 88 — Basis — Capitalisation of potential earnings. 
1. Security issues should not be based on the estimated value of present 
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net worth determined by capitalizing potential earnings as indicated by 
earnings during the past year, p. 476 

Security issues, § 82 — Purpose — Substitution of preferred stock for notes, 
2. The best interests of all concerned were held to be best served by con- 
version of current indebtedness into stock by issuing 6 per cent preferred 
stock, the proceeds from which would be used to retire, at dollar for dol- 
lar, 6 per cent demand notes, p. 476. 


[February 19, 1936.] 
Fagen sere for authority to issue securities; application 


granted in modified form. 


APPEARANCES: Williamson & Wal- 
lace, by W. R. Wallace, Jr., for appli- 
cant; W. F. Cordes and J. E. Nau- 
man, for certain stockholders of Law- 
rence Warehouse Corporation. 


Devin, Commissioner: In this 
application the Railroad Commission 
is asked to make its order authorizing 
Lawrence Warehouse Company: 

1. To issue 60,000 shares of its no 
par value common stock to be ex- 


changed for presently outstanding is- 
sues of 10,000 shares of $10 par per 
share common stock and 10,000 shares 
of $10 par per share preferred stock, 
both at the ratio of three shares of 
the new common stock for one share 
of the common or preferred stock 
now outstanding ; 

2. To issue and sell 20,000 shares 
of its $10 par value convertible pre- 
ferred stock and to use the proceeds 
thereof to reduce its outstanding bank 
loans and to provide additional work- 
ing capital to carry its accounts receiv- 
able and improve its facilities and 
services ; 

3. To issue 20,000 shares of its no 
par value common stock to be held by 
the corporation in its treasury to be 
exchanged for convertible preferred 


stock on a share for share basis at the 
13 P.U.R.(N.S.) 


request of the holders of said pre 
ferred stock. 

It appears that Lawrence Ware- 
house Company was organized under 
the laws of the state of California on 
or about June 27, 1913, and for some 
years was engaged rather extensively 
in the storage of general merchandise 
in San Francisco and Oakland. As of 
January 1, 1932, however, it disposed 
of most of its buildings and properties 
and since that time has engaged pri- 
‘marily in what is designated as field 
warehousing. It reports that it now 
operates approximately 440 field ware- 
houses in twenty-six states of the 
United States and in the territories of 
Hawaii and Alaska and that it also 
operates general bonded warehouses 
for the storage of distilled spirits in 
San Francisco, Fresno, and Chicago, 
and bonded bottling works in San 
Francisco and Chicago. The record 
shows that since January 1, 1932, the 
company’s business has been rapidly 
increasing, Clyde Hildreth, its secre- 
tary and treasurer, testifying to the 
following figures : 

Calen- Gross revenues Total net 


dar Field Bonded operating 
year warehouses warehouses profit 


$592,926.47 $32,259.97 
644,394.49 32,227.43 
911,518.45 $38,853.31 4422523 
1,181;236.00 91,658.64 124,532.00 
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The company has outstanding 20,- 
000 shares of stock of the par value 
of $10 each and of the aggregate par 
yalue of $200,000, divided equally 
into common stock and 8 per cent 
cumulative preferred stock. Its assets 
and liabilities as of November 30, 
1935, are reported in Exhibit “D” as 
follows : 


Assets 
Warehouse property and equipment $67,699.29 
Other property 230,874.31 
Investment in securities 41,447.20 
Cash and special deposits 73,747.37 
Notes receivable 2,635.47 
Due from affiliated companies ... 32,517.31 
Accounts receivable 388,092.38 
Materials and supplies 14,833.57 
Prepayments 27,051.90 


$878,898.80 


Capital stock $200,000.00 
Notes payable 254,717.65 
Accounts payable 53,766.13 
Accrued liabilities not due 26,149.09 
Reserve for accrued depreciation .. 20,626.26 
Other reserves 8,270.72 
Other credit accounts 20,625.15 
Profit and loss balance 30,188.43 
Capital surplus 50,000.00 
Paid in surplus 214,555.37 


$878,898.80 


According to information furnished 
the Commission the capital surplus of 
$50,000 was brought on to the com- 
pany’s books through the inclusion in 
the property and equipment accounts 
of an estimated value of $50,000 for 
good will, while the paid-in surplus of 
$214,555.37 arose from the expendi- 
ture of certain sums included in the 
assets in the “other property” account 


for the development cost of field ware- 
housing and the cost of a one-half in- 
terest in a field warehouse business of 
petroleum products, amounting to 
$179,439.53 and from the forgive- 
ness of approximately $35,000 of in- 
debtedness. 


It appears that all of the outstanding 
common stock and about 92 per cent 
of the outstanding preferred stock is 
held by Lawrence Warehouse Corpo- 
ration, a Nevada company.' 

The testimony herein shows that 
dividends have not been paid on the 
preferred stock since July 1, 1930, 
and that the total amount now in ar- 
rears is $4.20 per share. Applicant 
reports that its surplus earnings have 
been invested in its current assets. 


The company at this time proposes 
to reclassify its capital stock structure, 
and to create a new issue of preferred 
stock. It recently has amended its 
Articles of Incorporation so as to pro- 
vide for a total authorized capital 
stock of 200,000 shares divided into 
150,000 shares of common stock of no 
par value and 50,000 shares of convert- 
ible cumulative 6 per cent preferred 
stock having an aggregate par value 
of $500,000, and having a par value 
of $10 per share. The new class of 
preferred stock, in addition to carry- 
ing cumulative preferred dividends at 
the rate of 6 per cent per annum, is 
redeemable at the option of the com- 
pany at any time at $11 per share, and 
is convertible at the option of the hold- 
ers into common stock on a share for 





1Published financial manuals show that 
Lawrence Warehouse Corporation, in addi- 
tion, owns the outstanding stock of Bay Cities 
Transportation Company, Erikson Navigation 
Company, and Gibson Properties Company. 
The latest information available to the Com- 


mission shows that it has outstanding stock, 
as follows :— 
Prior preferred 73% cumulative .. $150,000 
Original preferred 8% cumulative 162,200 
Original convertible preferred .... 135,000 
Common, no par value 75,960 shares 
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share basis. There is no distinction as 
to voting rights between the holders of 
the preferred and common shares. 

The company proposes to issue 60,- 
000 of its new no par value common 
shares in exchange for the 20,000 
shares (10,000 shares of common and 
10,000 shares of 8 per cent preferred) 
now outstanding of the total par value 
of $200,000, such exchange to be on 
the basis of three no par shares for 
each one share of the $10 par value, 
and, in addition, to issue and sell at 
not less than par for cash, 20,000 
shares ($200,000 par value) of its 
new 6 per cent preferred stock for the 
purpose of obtaining funds to pay in 
part its outstanding note indebted- 
ness, 

In considering the proposed ex- 
change of stock it will be noted that 
the foregoing balance sheet shows the 
present stock carried thereon at its full 
par value $200,000, with no discount 
or premium set up, indicating that the 
corporation received, at least so far as 
its records show, only the par value 
for its issued stock. A pro forma bal- 
ance sheet filed with the application 
suggests that it is the company’s inten- 
tion as a result of issuing a greater 
number of shares of stock, not to in- 
crease the stated value thereof, but to 
carry the 60,000 shares on its balance 
sheet at the $200,000 figure. The rec- 
ord in this proceeding indicates that 
the company in support of its request 
to issue 60,000 shares of stock in ex- 
change for the 20,000 shares now out- 
standing, relies on its Exhibit “F,” 
which is a computation made by Ben- 
jamin Hicklin, a certified public ac- 
countant, of the estimated value of 
the present net worth of the com- 
pany. 

13 P.U.R.(N.S.) 


This exhibit is as follows: 


Net income for eleven months 
ended Nov. 30, 1935 
— net income for year 


Estimated net income for 10 
years, based upon 1935 opera- 
tions 

Less 30%, allowance for over- 
estimate 


$1 ’ 100,000.00 
330,000.00 


Estimated available net income 
for 10 years 

Less—provision for Federal in- 
come taxes and state franchise 


770,000.00 


154,000.00 


Net income for 10 years available 
for dividends 

Less—dividend requirements for 
20,000 shares of new preferred 


616,000.00 


120,000.00 


Balance of net income available 
for common stock, dividends 
and earned surplus 

Net worth of present 

stock 
Less—intangible 
229,439.53 





Estimated value of present net 
worth of Lawrence Warehouse 


[1, 2] The procedure followed in 
the preparation of Exhibit “F” in 
effect, is based on the theory of cap- 
italization of potential earnings which 
may or may not be realized. 

It is clear that the $761,304.27 does 
not now represent the investment in 
the properties and business by the 
present holders of the company’s stock 
and I do not believe the Commission 
should, or can, use it as a basis for an 
order authorizing the issue of addi- 
tional shares at this time as here re- 
quested. The issue of the stock has 
not been justified by the investment of 
surplus earnings. If hereafter appli- 
cant realizes its anticipated net earn- 
ings and invests the same in its prop- 
erties and business, it may apply for 
permission to issue stock to reimburse 
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its treasury. I recommend that the 
order herein authorize the company to 
issue not exceeding 20,000 shares of 
its no par common stock in exchange 
for the 20,000 shares of $10 par value 
stock now outstanding. 

Applicant proposes to sell its new 6 
per cent preferred stock at par for 
cash and to use the proceeds to pay in 
part its outstanding indebtedness con- 
sisting of 6 per cent demand notes 
which were reported issued to Bank of 
California to obtain funds for work- 
ing capital. These notes, as of Jan- 
uary 1, 1936, amounted to $226,000. 

Objection to the company’s plan 
was voiced by certain stockholders of 
Lawrence Warehouse Corporation, 
applicant’s holding company. It seems 
that the holding company also is in 
arrears in the payment of its preferred 
dividends and it is felt by the pro- 
testants that a new class of stockhold- 
ers should not be created who would 
have a prior claim to the earnings of 
applicant. However, so far as the pres- 
ent issue of new 6 per cent preferred 
stock is concerned, it will be used to re- 
tire at dollar for dollar 6 per cent de- 
mand notes so that protestant’s posi- 
tion from the point of view of the in- 
come statement should not be adverse- 
ly affected. Further, it would seem to 
me to be in the best interest of all con- 
cerned if applicant’s current indebted- 
ness were, in effect, to be converted in- 
to stock as proposed, and therefore I 
recommend that this portion of the 
company’s request be granted. 

Accordingly, I herewith submit the 
following form of order: 


ORDER 


Lawrence Warehouse Company 
having applied to the Railroad Com- 
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mission for permission to issue stock, 
a public hearing having been held, and 
the Commission being of the opinion 
that the company should be authorized 
to issue stock only in the amounts and 
for the purposes specified herein, that 
the money, property, or labor to be 
procured or paid for through such is- 
sue is reasonably required for the pur- 
poses specified herein and that the ex- 
penditures for such purposes are not, 
in whole or in part, reasonably charge- 
able to operating expense or to in- 
come, therefore, 

It is hereby ordered as follows: 

1, Lawrence Warehouse Company 
may, after the effective date hereof 
and on or before September 30, 1936, 
issue not exceeding 20,000 shares of 
its no par value common stock in ex- 
change, on a share for share basis, for 
the 20,000 shares now outstanding, 
common and preferred, of the par val- 
ue of $10 each. 

2. Lawrence Warehouse Compa- 
ny’s request for permission to issue an 
additional 40,000 shares of no par 
value common stock in exchange for 
the stock now outstanding is dismissed 
without prejudice. 

3. Lawrence Warehouse Company 
may, after the effective date hereof 
and on or before September 30, 1936, 
issue and sell at not less than par for 
cash, 20,000 shares of its $10 par val- 
ue convertible preferred stock and use 
the proceeds to pay outstanding de- 
mand notes. 

4. Lawrence Warehouse Company 
may issue not exceeding 20,000 shares 
of its no par value common stock to be 
exchanged for said convertible pre- 
ferred stock on a share for share basis 
at the request of the holders of said 
preferred stock. 
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5. Lawrence Warehouse Company 
shall keep such record of the issue of 
the stock herein authorized and of the 
disposition of the proceeds as will en- 


date hereof, while the authority grant. 
ed to issue preferred stock will become 
effective when Lawrence Warehouse 
Company has filed with this Commis. 


able it to file, on or before the 25th day 
of each month, a verified report as re- 
quired by the Railroad Commission’s 
General Order No. 24, which order, in 
so far as applicable, is made a part of 
this order. 

6. The authority herein granted to 
issue no par value common stock will 
become effective twenty days from the 


sion a copy of its registration state- 
ment filed with the Securities and Ex. 
change Commission. 

The foregoing opinion and order 
are hereby approved and ordered filed 
as the opinion and order of the Rail- 
road Commission of the state of Cali- 
fornia. 
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Public Service Commission 


Vv. 


Empire District Electric Company et al. 


[Case No. 5550.] 


Depreciation, § 35 — Duty to create reserve. 
1. A public service corporation is obligated to create a depreciation reserve 
(1) to reimburse the ultimate owners of the corporation for the consump- 
tion of their property in the public service, and (2) to insure to the public at 
large the rendition of uninterrupted and adequate and dependable service, 
even though the creation of such a reserve has not been compelled by statute 
or by Commission order, p. 481. 


Depreciation, § 5 — Commission jurisdiction — Reserve. 
2. A depreciation reserve of a public service corporation, no matter how 
created, whether under compulsion by order of the Commission or by vol- 
untary act of the utility in the performance of its general duty, is entirely 
under the jurisdiction of the Commission for the purpose of protecting and 
enforcing the rights of the public in respect thereto, p. 481. 


Depreciation, § 34 — Reserve — Public interest. 
3. A depreciation reserve, even though it be not regarded as a trust fund, is 
a part of the public service corporation’s property which is affected with the 
public interest, and that interest requires that the fund be adequate and be 
not unreasonably depleted just as imperatively as it requires that it should 
be created in the first instance, p. 481. 
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Depreciation, § 5 — Commission jurisdiction — Replenishment of reserve. 
4. The Commission has power to order a public service corporation to re- 
place withdrawals into a depreciation reserve even though the Commission 
had not directed the creation of a depreciation reserve fund, p: 481. 


[October 31, 1935.] 


) Sertenaererscee to determine the present fair value of proper- 

ties of a public utility company; motion for rehearing on 

question of replenishment of depreciation reserve denied. For 
earlier decision see 10 P.U.R.(N.S.) 302. 


ENGLISH, Commissioner: On Au- 
gust 6, 1935 (10 P.U.R.(N.S.) 302), 
the Commission issued its order here- 
in prescribing, among other things, 
that the Empire District Electric Com- 
pany should, within thirty days from 
the effective date of the order, prepare 
entries and changes to be made in its 
books and records conforming to the 
views of the Commission expressed 
in the report filed on the date of said 
order. Several extensions of time 
having been had, a motion for rehear- 


ing was, within due time and on Sep- 
tember 28, 1935, filed by the Empire 
District Electric Company, and after 
due notice said motion for rehearing 
was heard by all the members of the 
Commission on the 4th day of Octo- 


ber, 1935. A transcript of the pro- 
ceedings at this hearing has been made 
and filed. The only question raised by 
the motion relates to that portion of 
the report and order of the Commis- 
sion dealing with withdrawals from 
the depreciation reserve. The motion 
for rehearing omitting caption and 
signature is as follows: 

“Comes now the Empire District 
Electric Company and moves the 
Commission to grant it a rehearing 
herein, and shows to the Commission 
that its findings of facts and conclu- 
sions set out in its report filed herein 
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and its order accompanying said re- 
port and based thereon are unlawful, 
unjust, and unreasonable, in the fol- 
lowing respects, to wit: 

“That in that part of its report un- 
der a subhead ‘Withdrawals from De- 
preciation Reserve,’ the Commission 
recites in substance that the company 
had transferred $800,000 from depre- 
ciation reserve to surplus, and $800,- 
000 from depreciation reserve to a 
special surplus reserve account. The 
report then recites that ‘the transfer 
of $800,000 from the depreciation re- 
serve account to “Surplus” and the 
transfer of the additional $800,000 
from the depreciation reserve fund to 
“Special Surplus Reserve” fund was 
improper and the company’s books 
should be adjusted to show those sums 
still remaining in the depreciation re- 
serve fund.’ 

“That § 5 of the order of the Com- 
mission made in this case directs the 
Empire District Electric Company to 
prepare entries and changes to be 
made in its books and records con- 
forming to the views of the Commis- 
sion expressed in said report, and, af- 
ter submitting said proposed changes 
to the Commission and having the ap- 
proval of the Commission, to enter the 
approved changes on the books of the 
company, so that, considering the re- 
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port and order together, the Commis- 
sion has ordered and directed the Em- 
pire District Electric Company to re- 
store to its depreciation reserve the 
sum of $1,600,000, and this movant 
says that said order and direction is 
unlawful, unjust, and unreasonable, 
in that the Commission attempted to 
exercise a power not possessed by the 
Commission. 

“That at no time before the order 
herein had the Commission ascertained 
or determined or made any order fixing 
any rate of depreciation of the property 
of the Empire District Electric Com- 
pany ; that the order herein complained 
of in this respect is retroactive, unjust, 
unreasonable, and unlawful; that said 
order is in violation of the statute 
creating the Commission and prescrib- 
ing its powers, in that said statute 
empowers the Commission to ascertain 
and fix the rate of depreciation only 
after a hearing, and only requires the 
company to ‘conform its depreciation 
account to the rates so ascertained, de- 
termined, and fixed.’ ” 

Upon.the hearing of this motion it 
was urged in behalf of the company 
that the order of the Commission was 
retroactive and unlawful and beyond 
its jurisdiction. The argument of 
counsel may be summarized as fol- 
lows: The Commission is a statutory 
body possessing no powers except 
those contained either expressly or im- 
pliedly in the Public Service Commis- 
sion Act. The only provisions in the 
act dealing with the power of the 
Commission to make orders in refer- 
ence to the depreciation accounts of 
electric companies appear in § 79 of 
the original Public Service Commis- 
sion Act, now § 5200 of the Rev. 
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Stats. of Missouri for 1929. This 
statute is as follows: 

“Section 5200. Power of Commis- 
sion to require depreciation account of 
gas, electrical, and water corporations, 
—The Commission shall have power, 
after hearing, to require any or all gas 
corporations, electrical corporations, 
and water corporations to carry a 
proper and adequate depreciation ac- 
count in accordance with such rules, 
regulations, and forms of account as 
the Commission may prescribe. The 
Commission may, from time to time, 
ascertain and determine and by order 
fix the proper and adequate rates of 
depreciation of the several classes of 
property of such corporation, person, 
or public utility. Each gas corpora- 
tion, electrical corporation, and water 
corporation shall conform its depre- 
ciation accounts to the rates so ascer- 
tained, determined, and fixed, and 
shall set aside the moneys so provided 
for out of earnings and carry the same 
in a depreciation fund and expend 
such fund only for such purposes and 
under such rules and regulations, both 
as to original expenditure and subse- 
quent replacement, as the Commission 
may prescribe. The income from in- 
vestments of moneys in such fund 
shall likewise be carried in such fund.” 

The Commission made no order of 
any kind requiring this company to 
set up any depreciation account or re- 
serve until the present order. Prior to 
this order and prior to any order what- 
ever of the Commission relating to a 
depreciation reserve the company had, 
beginning with the year 1915, begun 
the accumulation out of earnings of a 
depreciation reserve which by the year 
1923 had reached the sum of ap- 
proximately $1,000,000. In that year 
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by resolution of the company the sum 
of $400,000 was removed from the 
depreciation reserve leaving net that 
year approximately $864,000 in the 
fund. In 1926 another sum of $400,- 
000 was taken out leaving the depre- 
ciation reserve approximately $1,176,- 
000. In 1929, $800,000 was taken 
from the fund leaving it in 1930 re- 
maining at $1,226,000. Counsel 
argues that the creation of the fund 
was purely voluntary on the part of 
the company and that until the Com- 
mission had directed the creation of a 
depreciation reserve fund, and had 
prescribed the rates of accumulation 
and the methods by which it should be 
created, the company had lawfully full 
control over it. It need not have 
created it; having created it, it could 
deal with it as it saw fit and reduce it 
if in the exercise of its business judg- 
ment, it found the accumulations too 
great. From these premises it is 
argued that the attempt of the Com- 
mission in the existing order to direct 
the replacing of withdrawals into the 
reserve is an unlawful assumption of 
jurisdiction over this fund and is ret- 
roactive in its nature, in that the pres- 
ent attempt to require book entries re- 
lating to said fund could lawfully be 
made only if such fund had been pre- 
viously created by order of the Com- 
mission. Counsel stated his position 
succinctly in the following language: 

“My theory of depreciation fund is 
this, that it belongs to the company 
and the company has the right to do 
with it as it will, unless prohibited by 
law from doing something with it it 
wants to do. The company has as 
much right to use its depreciation 
fund as it has its surplus, until the 
Commission has made an order fixing 
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the depreciation fund, then the obliga- 
tion belongs to the company to do 
what the law says it shall do, but until 
this is done the depreciation fund be- 
longs to the company as much as the 
surplus or any other part of the prop- 
erty, and the company has a right to 
use it as it pleases.” (Tr. P-14). 

Counsel repeatedly asserted that un- 
til this Commission had made some 
order in the premises after hearing, 
the company was under no obligation 
to set up any depreciation fund. (Tr. 
pp. 20, 23, and 39.) 

In support of his position counsel 
directs our attention to the following 
decisions: Brimstone R. & Canal Co. 
v. United States (1928) 276 U. S. 
104, 72 L. ed. 487, 48 S. Ct. 282; 
Public Utility Comrs. v. New York 
Teleph. Co. 271 U. S. 23, 70 L. ed. 
808, P.U.R.1926C, 740, 46 S. Ct. 
363 ; Monroe Gas Light & Fuel Co. v. 
Michigan Pub. Utilities Commission, 
292 Fed. 139, P.U.R.1923E, 661. 

Counsel frankly stated that he had 
been unable to find authoritative cases 
dealing with the particular issue that is 
presented in this motion. 


Conclusions 


[1-4] The argument in behalf of 
the company assumes two proposi- 
tions, namely, that the power of the 
Commission in respect to depreciation 
is derived solely from § 79 of the orig- 
inal Public Service Commission Act 
(Rev. Stats. Mo. § 5200) and second, 
that the company was under no obli- 
gation to create a depreciation reserve 
until pursuant to the statute it was or- 
dered to do so by the Commission. 
From these premises the conclusion is 
drawn that the reserve voluntarily 
created was property of the company 
13 P.U.R.(N.S.) 
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to deal with as it pleased. If the 
premises be granted the argument of 
counsel that our order is retroactive 
and unlawful is undoubtedly sound. 
We are not convinced, however, that 
the premises can be granted. It will 
be noted that the statute does not de- 
fine depreciation nor depreciation re- 
serve or does it indicate the purpose 
for which the account is to be opened 
nor the application of the rates of de- 
preciation which the statute authorizes 
the Commission to fix. It would 
seem, therefore, that the legislature in 
promulgating this statute was dealing 
with a subject more particularly un- 
derstood by reference to the general 
law and the customary practices of 
utility regulation. The construction 
urged in behalf of the company is 
strictissimi juris; the act expressly 
provides that it is to be liberally con- 
strued. (Section 127 of the Original 
Act; § 5251 Rev. Stats. 1929.) 

The question presented in this mo- 
tion is of very great importance, and, 
as counsel for the company states, is 
one in which authoritative judicial 
precedent is lacking. The subject of 
depreciation and of depreciation ac- 
counting is one of the most important, 
complex, and difficult subjects in the 
whole realm of utility regulation. 
The very nature of depreciation is 
the subject of many sharply differ- 
ing views among students of the 
subject. The fundamentals of de- 
preciation accounting are in dispute 
by accountants of standing and ex- 
perience in the various Commissions 
particularly upon the point of whether 
the depreciation reserve is to be re- 
garded as a measure of the actual 
depreciation in valuation. The inter- 
ests of the investor and of the public 
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in the fund created as a depreciation 
reserve have never been clearly differ. 
entiated and defined by the courts, It 
will be necessary for us, therefore, 
in this discussion to deal briefly with 
the history and fundamentals of de- 
preciation accounting, and to deter- 
mine this issue upon basic principles 
rather than under the guidance of defi- 
nite judicial expression. 

The general principles of public 
utility regulation were formulated and 
announced by the Supreme Court of 
the United States in the year 1898 in 
Smyth v. Ames, 169 U. S. 466, 42 L, 
ed. 819, 18 S. Ct. 418. That case an- 
nounced that the valuation of the utili- 
ties should be made upon the basis of 
the present fair value of the property 
used and useful in rendering public 
service and indicated the elements 
which a Commission or regulatory 
body might properly take into consid- 
eration in ascertaining such fair value. 
In that case, however, no discussion of 
the principles of depreciation was in- 
dulged in. It was not until more than 
ten years after the case of Smyth v. 
Ames that the Supreme Court of the 
United States in the case of Knoxville 
v. Knoxville Water Co. (1909) 212 
U. S. 1, 53 L. ed. 371, 29 S. Ct. 148, 
definitely dealt with the subject of de- 
preciation and decided the question of 
whether the consumers were under 
obligation to provide, in the rates paid 
by them for service, for the diminish- 
ing value of the utility’s property. In 
that case the court laid down for the 
first time the fundamental conception 
of depreciation and the principles 
which have to this day guided courts 
and Commissions dealing with the 
general subject. The court’s language 
is so clear and pertinent that we quote 
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this basic exposition of the principles 
of depreciation as follows: 

“A water plant begins to 
depreciate in value from the moment 
of its use. Before coming to the ques- 
tion of profit at all the company is en- 
titled to earn a sufficient sum annually 
to provide not only for current repairs 
but for making good the depreciation 
and replacing the parts of the property 
when they come to the end of their 
life. The company is not bound to 
see its property gradually waste, with- 
out making provision out of earnings 
for its replacement. It is entitled to 
see that from earnings the value of 
the property invested is kept unim- 
paired, so that at the end of any given 
term of years the original investment 
remains as it was at the beginning. It 
is not only the right of the company to 
make such a provision, but it is its 
duty to its bond and stockholders, and, 
in the case of a public service corpora- 
tion at least, its plain duty to the pub- 
lic.” (212 U. S. at p. 13.) 

Subsequent cases of the United 
States Supreme Court affirmed the 
general doctrine of depreciation an- 
nounced in the Knoxville Case, supra, 
the principal decisions on the point be- 
ing the Minnesota Rate Cases (1913) 
230 U. S. 352, 57 L. ed. 1511, 33 S. 
Ct. 729, 48 L.R.A.(N.S.) 1151, Ann. 
Cas. 1916A, 18, and Des Moines Gas 
Case, 238 U. S. 153, 59 L. ed. 1244, 
P.U.R. 1915D, 577, 35 S. Ct. 811. 

The point to which we direct atten- 
tion and which, in the final analysis, 
seems to us decisive of the question, is 
presented in the Knoxville Case in the 
statement that it is not only the right 
of the company to make provision for 
a depreciation reserve, but that it is its 
duty to its bond and stockholders, and 
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in the case of a public service corpora- 
tion, its plain duty to the public so to 
do. In our view the principle is firmly 
established that the creation of a de- 
preciation reserve by a public service 
corporation is a duty owed to two 
classes of persons,—first, to the ulti- 
mate owners of the corporation itself 
so as to.reimburse them for the con- 
sumption of their property in the pub- 
lic service; and, second, to the public 
at large to insure the rendition of un- 
interrupted, and adequate and depend- 
able service by the corporation. It is 
under this second aspect that regula- 
tory Commissions representing the 
general public are vested with juris- 
diction over these funds. 

Now it will be borne in mind that 
the Knoxville Case was decided in 
1909 and had announced the gener- 
al principles governing depreciation 
when the Public Service Commission 
of Missouri was created in 1913. In 
construing the Public Service Com- 
mission Act, therefore, it is a fair and 
even necessary assumption that the 
legislature of Missouri had in mind 
the law on this subject declared by the 
Supreme Court of the United States. 
The general purpose of the Missouri 
Public Service Commission is declared 
by the supreme court of Missouri to 
be that the act was intended to occupy 
the entire field on given phases relat- 
ing to rates that may be charged by 
public utilities and service rendered by 
them, and that the act provides a com- 
plete rounded system for the regula- 
tion and control of public service cor- 
porations. State ex inf. Barker ex 
rel. Kansas City v. Kansas City Gas 
Co. (1914) 254 Mo. 515, 163 S. W. 
854; State ex rel. Missouri S. R. Co. 
v. Public Service Commission (1914) 
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259 Mo. 704, 168 S. W. 1156. With 
this broad conception of the purposes 
to be effectuated by the Public Service 
Commission Act and with the further 
thought that it was the law that all 
public service corporations owed the 
duty to the public to establish an ade- 
quate depreciation fund, the legisla- 
ture dealt with the subject by vesting 
with the Commission power to compel 
and require such corporations to carry 
such accounts and to create such 
funds. It is obvious to us that the 
Statute relating to this accounting 
(§ 5200) had as its primary, if not 
its sole, purpose vesting the Com- 
mission with power to compel utility 
corporations to perform a duty which 
was already imposed upon them by the 
general law and by the nature of the 
public business in which they were en- 
gaged. We cannot agree to the prop- 
osition that the sole source of the pow- 
er of the Commission to exercise ju- 
risdiction over depreciation accounts 
is this statute. The duty to create the 
depreciation reserve was created by 
the general law. The statute is an en- 
abling one to give the Commission 
specific power to compel the perform- 
ance of this duty if it remains unper- 
formed by a negligent or recalcitrant 
utility corporation. We regard it as 
a necessary construction to say that a 
depreciation reserve no matter how 
created, whether under compulsion by 
order of the Commission, or by a vol- 
untary act of the utility in the per- 
formance of its general duty, is entire- 
ly under the jurisdiction of the Com- 
mission for the purpose of protecting 
and enforcing the rights of the public 
in respect thereto. It may be conceded 
that the rights of the public in refer- 
ence to the depreciation reserve have 


not been clearly defined by the courts, 
The principal emphasis in dealing with 
this subject has been laid upon the 
right of the company or its ultimate 
owners to be reimbursed for the con- 
sumption in the public service of their 
investment in the company’s property. 
Public Utility Comrs. v. New York 
Teleph. Co. 271 U. S. 23, 70 L. ed, 
808, P.U.R.1926C, 740, 46 S. Ct. 
363; United R. & Electric Co, y, 
West, 280 U. S. 234, 74 L. ed. 390, 
P.U.R.1930A, 225, 50 S. Ct. 123; 
Galveston Electric Co. v. Galveston, 
258 U. S. 388, 66 L. ed. 678, P.U.R. 
1922D, 159, 42 S. Ct. 351. But all 
the cases following the Knoxville 
Case, supra, have recognized that the 
public has an interest in the deprecia- 
tion reserve, and it is that interest 
which is committed to the Public 
Service Commission, as the represen- 
tative of the public, to protect. It may 
be conceded that ultimately the ac- 
cruals in the depreciation reserve be- 
long to the investor. But even though 
the depreciation reserve be not regard- 
ed as a trust fund (as some think) yet 
it is certainly a part of the company’s 
property which is affected with the 
public interest. That interest requires 
that the fund be adequate and be not 
unreasonably depleted just as impera- 
tively as it requires that it should be 
created in first instance. 
Entertaining these views we are of 
the opinion that our order was correct 
and is not subject to the criticism 
leveled at it in the motion for rehear- 
ing. It was improper for the company 
to deplete the reserve created by it 
without an order of the Commission, 
no matter how the fund was created, 
and our order directing the correction 
of the accounts relating thereto is not 
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retroactive and is not beyond our ju- 
risdiction. 

It may be somewhat illuminating to 
pursue the consequences of the argu- 
ment of counsel to their logical con- 
cusion. If the fund be deemed to be 
wholly within the discretion of the 
company as to its use so that any order 
in relation thereto would be retroac- 
tive, then it is only such funds as have 
been accumulated by order of the 
Commission to which our jurisdiction 
would attach. The depreciation re- 
serve as stated by counsel, notwith- 
standing the withdrawals in question, 
is at the present time and before the 
taking effect of our order something 
like $1,500,000. All this fund has 
been accumulated without the order of 
the Commission. When our order 
goes into effect the only money which 
will be in the fund pursuant to any 
order of this Commission will be the 
current accruals which will amount to 
only $500,000 at the end of the cur- 
rent year. If counsel is correct in this 
statement that the depreciation fund is 
the property of the company to do 
with it as it pleases until the Commis- 
sion has created it, then it would be 
competent and lawful for the company 
to withdraw and divert this entire fund 
(except the ordered accruals) with- 
out the consent of the Commission; 
and at any time in the future even af- 
ter the order of the Commission, the 
company would be entitled to with- 
draw from the then existing deprecia- 
tion reserve all the moneys deposited 


therein prior to the order of the Com- 
mission. This would be a dangerous 
and improvident situation. Service 
might be seriously impaired because 
of the financial inability of the com- 
pany to make necessary renewals of 
retired property. Carrying the illus- 
tration even further we may point out 
that the Commission has been empow- 
ered in many sections of the statute to 
provide for various systems of ac- 
counts. Surely, if the maintaining 
of accurate accounts is not a general 
duty of the company, and arises only 
when the Commission acts under the 
power conferred upon it to prescribe 
accounts, even the capital accounts of 
the company are, until the Commis- 
sion acts, entirely within the discretion 
of the utility. Such condition is un- 
thinkable. Yet we perceive no differ- 
ence in principle between this and the 
particular account here under consid- 
eration. Hosts of other illustrations 
could be adduced which to our mind 
logically and practically impugn the 
position taken by the company in this 
respect. 

After due consideration of the 
whole question, we are of the opinion 
that the motion for rehearing is not 
well taken and that it should be over- 
ruled and denied. An order in con- 
formity herewith will issue. 


Hargus, Chairman, and Stoecker, 
Anderson, and Boyer, Commissioners, 
concur. 
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NORTH DAKOTA DISTRICT COURT, FIRST JUDICIAL DISTRICT 


City of Grand Forks 


Vv. 


Red River Power Company 


Expenses, § 99 — Wage restoration. 
1, Additional expenses of a public utility company resulting from a was 
restoration, if properly proved according to law, should be allowed as an 
operating expense, p. 487. 

Expenses, § 76 — Management fees. 
2. A management fee paid by a public utility company, if properly proved 
according to law, should be allowed as an operating expense, p 487, 

Expenses, § 109 — Federal power tax. 
3. A tax levied by Congress on gross sales of electric current to domestic 
and commercial consumers without any specification that the tax should be 
borne by the utility instead of its customers must be allowed as a deduction 
from gross revenue, p. 487. 


[April 11, 1936.] 


 restwmme hearing on review of Commission order reducing 
electric rates; findings and order affirmed but matter referred 
back in accordance with opinion for certain adjustments relating 


to expenses. 


For original memorandum decision, see 12 


P.U.R.(N.S.) 353. 


Grimson, J.: In a memorandum 
decision dated February 10th this year 
(12 P.U.R.(N.S.) 353) in the above 
matter the court suggested a further 
argument for purpose of permitting 
counsel for all parties to make any 
criticism on the findings therein made. 
Such hearing was held in Grand Forks 
on April 8th. Counsel for the city, 
the Red River Power Company, and 
the Railroad Commission were heard. 

It was brought to the attention of 
the court on behalf of the Red River 
Power Company as to statements 
made concerning discrepancies in the 
exhibits filed in this case and those 
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filed in the 1923 Case (P.U.R.1923E, 
534) regarding the net earnings of the 
company at that time, that the 1923 
Exhibits 4 and 3B included some other 
property than that covered by Exhibit 
J in this case; that they also included 
surcharges and rebates. When all 
these differences were accounted for 
it was shown that the results would 
be the same as in Exhibit J filed in this 
case. From that appears that the tes- 
timony of Mr. Crocker and the wit- 
nesses for the power company are not 
subject to the criticism made in the 
original memorandum. 

The original memorandum pointed 
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out that it appeared as if some allow- 
ance should have been made in the es- 
timate of expenses for the amortiza- 
tion of the Crookston contract. Fur- 
ther that perhaps other matters that 
the light of experience had shown 
might need correction. 

At the opening of the argument 
now counsel for the Commission in- 
dicated that the Commission would be 
glad to have such matters remanded 
for correction and that the Commis- 
sion had had its experts make some 
check to ascertain with regard to those 
matters. 

It appears that the actual loss on the 
Crookston contract for the six months 
remaining of that contract following 
the order of the Commission was $10,- 
500. 

Then it also appears that when the 
Commission made its order the law 
providing for a 3 per cent Federal tax 
on the sales of domestic and commer- 


cial electricity was, by its terms, to ex- 


pire July 1, 1935. It was therefore 
not considered in estimating the ex- 
penses of the utility as it would only 
latt two months. Instead, however, 
the law was extended and this Federal 
excise tax is still in existence. The 
company had to pay on its 1934 busi- 
ness $8,177 to the government as such 
tax. Another item where a like situa- 
tion exists is with regard to the 15 
cents per ton freight increase on lig- 
nite coal. This was deemed at the 
time the order was entered to be tem- 
porary and was therefore not consid- 
ered. Such extra rate, however, has 
been allowed and the Red River Pow- 
er Company has paid out $2,484.89 
as allocated to the Grand Forks plant 
for such increased cost of coal. 

The above three items were all be- 
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fore the Commission at the time it 
made its order and in the evidence 
theretofore offered. The Commission 
now indicates that if it had known the 
last two items had been continuous it 
would have further considered them in 
connection with the estimated ex- 
penses of operation. 

[1, 2] The Red River Power Com- 
pany also claimed in its argument that 
in addition to these expenses it had 
additional expenses in the sum of $7,- 
800 for wage restoration and $3,500 
for management fee. On these two 
items, however, there was no evidence 
before the Commission warranting 
their inclusion in the estimate of ex- 
pense as of that time. Undoubtedly 
they would be proper matters of ex- 
pense if properly proved according to 
law. 

It is considered by all parties that 
the extra cost of the coal and the 
amortization of the Crookston con- 
tract are matters that should have been 
given consideration. 

[3] There is objection by the city 
attorney to any consideration of the . 
excise tax. The law as originally 
passed provided that this excise tax 
should be paid by the consumer but 
collected by the utility. In 1933 this 
law was amended by Congress to read 
that the tax should be 3 per cent of 
the amount of the gross sales to do- 
mestic and commercial consumers and 
paid by the utility. The law makes no 
specification as to whether the amount 
so paid by the utility should be consid- 
ered as an expense in the fixing of the 
rate. Whether Congress intended to 
transfer the burden of this tax from 
the consumer to the utility or merely 
changed the act to make the tax less 
13 P.U.R.(N.S.) 
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painful is not clear from the act. The 
case of Galveston Electric Co. v. Gal- 
veston, 258 U. S. 388, 66 L. ed. 678, 
P.U.R.1922D, 159, 169, 42 S. Ct. 
351, Judge Brandeis writing the opin- 
ion, holds: 

“In calculating whether the 5-cent 
fare will yield a proper return, it is 
necessary to deduct from gross reve- 
nue the expenses and charges; and all 
taxes which would be payable if a fair 
return were earned are appropriate de- 
ductions. There is no difference in 
this respect between state and Federal 
taxes, or between income taxes and 
others.” 

Such is also the holding in Georgia 
R. & Power Co. v. Georgia R. Com- 
mission, 262 U. S. 625, 67 L. ed. 
1144, P.U.R.1923D, 1, 43 S. Ct. 680. 
When Congress made no specification 
in the law that the tax should be borne 
by the utility these holdings of the 
court made prior to the passage of the 
act would seem to control. 

Then too, the law is well established 
that the Commissions cannot establish 
confiscatory rates. A rate which 
might be reasonable if the tax is con- 
sidered as an expense and deducted 
from the gross earnings might become 
confiscatory if the tax were not so 
considered. 

If there is any doubt about this, 
however, and the Commission does 
not want to establish a precedent 
there seems reason in this case to al- 
low it without considering it as a prec- 
edent when the further facts of addi- 
tional expense by way of wage in- 
crease, etc., are known but cannot be 
actually considered under the circum- 
stances here existing. 

These three items when considered 
and the Crookston loss amortized over 
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three years, amount, according to the 
figures presented to the court, to $14. 
161. 

The Commission in its order esti- 
mated the expenditures at $194,600 
annually. The actual expenses as 
shown by the books of the company 
to have been, for 1934, $209,754.36 
including this Federal tax and coal ex- 
pense. It will be seen, therefore, that 
if this $14,161 is added to the estimat- 
ed expenses it amounts to within a 
thousand dollars of what the expenses 
actually were. This is remarkable 
proof of how accurately the experts 
and the Commission did their work 
and made their estimates. 

The expenses seem to have been 
somewhat higher in 1935 but so also 
was the gross income of the company 
which, to a measure, offset these in- 
creased expenses. 

The court has come to the conclu- 
sion after this additional argument 
and a check up of the actual business 
done since the order in comparison 
with the estimates made by the Com- 
mission that the finding of the Com- 
mission in its order of April 10, 1935 
(8 P.U.R.(N.S.) 225) should be in 
all things confirmed with the exception 
that the items heretofore mentioned, 
amounting to a little over $14,000, 
should have been included in the esti- 
mate of the expenses and deducted 
from the gross revenues. The Com- 
mission has indicated a willingness to 
make a correction if given the oppor- 
tunity. That still will leave an excess 
of a little over $60,000 under the old 
rates based on the 1933 business. 

The Red River Power Company 
has filed with the court its agreement 
that if such correction is made it will 
refund the money impounded on the 
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basis of the new rates so established 
dated back to April 10, 1935, the date 
of the original order. 

The Commissions findings and or- 
der are affirmed but the matter re- 
ferred back in accordance herewith to 
the Board of Railroad Commissioners 
for the purpose of finding the amount 
of the annual Federal excise tax, and 
the annual increased coal expense 
omitted from its original order and the 
amortization of the loss on the 


Crookston contract, to include the 
amount so found in the estimated an- 
nual expenses for deduction from the 
gross earnings and adjusting the rates 
in accordance herewith, and the re- 
sultant schedule of rates shall be used 
in determining the refunds of the im- 
pounded moneys, and shall prevail as 
the rates for the city of Grand Forks. 

When so corrected the findings and 
order of the Commission will be in all 
things approved. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Sturgeon Bay 


[2-U-7%.] 


Return, § 71 — Reasonableness as a whole — Unprofitable department — Serv- 


ice discontinuance. 


1. The Commission has the alternative of authorizing either increased util- 
ity rates or discontinuance of service in the case of a steam-heating util- 
ity department which is operating at a loss, in view of the rule that it is 
unreasonable and discriminatory to pay the expenses of one utility out of 
the revenues of another utility, p. 498. 


Rates, § 392 — Steam heating — Basis — Required radiation. 
2. A rate for steam-heating service was based on square feet of required 
radiation rather than on square feet of connected radiation in order to re- 
flect as accurately as possible the true quantity of radiation necessary for 
the heating requirements of the customer, p. 490. 


Heating — Required radiation — Determination. 


Factors used in determining required radiation of building, p. 490. 
[January 28, 1936.] 
| eho on motion of Commission of rates, rules, 
practices, and activities of a municipality as an electric, 
heating, and water utility; new rate schedules established. 
¥ 


this Commission’s first order in the 
above-entitled matter indicates that an 
annual operating revenue of approxi- 
13 P.U.R.(N.S.) 


By the Commission: An adjusted 
analysis of earnings of the Sturgeon 
Bay steam-heating utility, outlined in 
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mately $32,800 is necessary to ade- 
quately cover the expenses of render- 
ing steam-heating service. 

The rate for steam-heating service 
in effect at the present time, which this 
order proposes to change is as fol- 
lows: 

September rate—5.67¢ per sq. ft. of radiation 
connected 

October Si lle 33¢ per sq. ft. of radiation 
connec 

Weneuaae rate—8.33¢ per sq. ft. of radiation 
connected 

December rate—9.40¢ per sq. ft. of radiation 
connected 

January rate—9.40¢ per sq. ft. of radiation 
connected 

February rate—9.00¢ per sq. ft. of radiation 
connected 

March rate—9.40¢ per sq. ft. of radiation con- 
nected 

April rate—8.00¢ per sq. ft. of radiation con- 
nected 

The foregoing rate is based on eight 
months’ heating service annually and 
on an annual basis it is equal to 67.53 
cents per square foot of radiation con- 
nected. 

During the year 1934 the revenue 
of this utility amounted to $22,601.60 
or approximately $10,200 below the 
costs of rendering this service. 

[1, 2] Since the Wisconsin supreme 
court has decided in Milwaukee v. 
Railroad Commission, 206 Wis 339, 
P.U.R.1932B, 339, 240 N. W. 165, 
that it is unreasonable and discrimina- 
tory to pay the expenses of one utility 
out of the revenues of another utility, 
the Commission in this case has the 
alternatives of authorizing either an 
increase in the utility’s rates, or the 
discontinuance of this utility’s steam- 
heating service. 

An order to “Show Cause Why the 
Steam Heating Utility Should Not Be 
Discontinued” was issued on February 
19, 1935, and on March 4, 1935, ata 
public hearing at Sturgeon Bay, Wis- 
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consin, Jess B. Johnson, the 
superintendent of the Sturgeon Bay 
utilities introduced, among others, 
Exhibit 6 and Exhibit 9. These ex- 
hibits embody a proposed steam-heat- 
ing rate which is designed to yield in- 
creased annual revenue, and it con- 
stitutes the utility’s answer to the 
Commission’s Order to show cause 
why the steam-heating utility should 
not be discontinued. 


The proposed rate is based on 
square feet of required radiation 
rather than on square feet of connect- 
ed radiation. Required radiation has 
been used in order to reflect as ac- 
curately as possible the true quantity 
of radiation necessary for the heating 
requirements of the customer. 

The proposed rate amounts to 52 
cents per square foot of required radi- 
ation annually payable in nine (9) 
equal payments during the heating sea- 
son. In determining required radia- 
tion the following factors are used: 


03 Cubical content 

2) Maximum temperature difference Inside 
and Outside 

(3) Type of heating equipment 

(4) Experience tables of probable pounds of 

steam required annually from 1908 to 


te 
(5) Heat loss due to depreciated condition of 
building 
(6) Construction 

(a) Constants for heat ig greene per 
square foot per 1° F. temperature 

difference : 
1) Single windows ........... 1.03 
} Double windows .......... 48 
ee eae rere 22 
) l-inch wood door ......... 50 


3 
ta 
4 
(6) si 
6) 4-inch brick wall ......... Jl 
2 8-inch brick wall 39 
8) Walls concrete 6” thick . 

(9) Sandstone 12” thick 


) Limestone 12” thick ....... Jl 
11) Hollow tile 6” 37 
12) Corrugated iron ........-. 1,13 
13) Wire lath and plaster 1,50 
is} Studding and wood 53 

ee Frame walls ..........0008 At 

16) Frame walls with paper... 2 
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(17) Floors (average) 
(18) Ceilings (average) 
(19) Sound proof floors 
(b) Formula : . 
Cubical contents X temperature dif- 
ference X .02=—B.T.U. required to 
heat 1 change of air per hour for 
given building. ; 
(7) Exposures—for wind action: 
(a) Add 20% for west winds 
(b) Add 20% for north winds 
(c) Add 10% for east winds 
(d) Add 5% for south winds 
The maximum B.T.U. losses for each building 
as determined from the above factors will 
be transposed to square feet of required 
radiation. 


It should be remembered that this 
steam-heating utility was originally 
started as a side line of the electric 
generation plant, using exhaust steam. 
Subsequently steam water pumping 
was added. In recent years, however, 
the electric utility has found it cheaper 
to buy its energy than to generate it. 
Electric power pumping for the water 
utility supplanted steam power pump- 
ing because electric pumping was 
found to be more economical and as a 


result of these changes the steam-heat- 
ing utility must now bear the major 
portion of the expense of the steam 


boiler operation. The water depart- 
ment is being required to bear 15 per 
cent of the cost of steam generation 
because it still uses steam pumps for 
standby service. It may be found more 
economical for the water utility to sub- 
stitute electric pumping standby equip- 
ment for steam power pumping in the 
future. In the event this step is taken 
the heating utility will be the sole rea- 
son, except for building heat require- 
ments, for operating the steam boilers 
and the costs of their operation would 
then be chargeable almost entirely to 
the steam-heating utility. 

Whatever may have been the justifi- 
cation for the operation of a steam- 
heating utility in the past it appears 
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that changes in methods of operation 
have now made the operation of this 
steam-heating utility uneconomical. 

Related to the above point is the 
fact that from an operating point of 
view the system is inefficient due to the 
long distances between the steam-gen- 
erating plant and various customers it 
serves, and, the corresponding high 
line losses. In addition the decrease 
in the number of customers and the 
resulting increased cost per customer 
of rendering service may result in a 
condition whereby further increases in 
rates only serve to accelerate the rate 
at which customers discontinue serv- 
ice. 

It should be borne in mind that in 
the long run district heating is not 
economical if, to be self-supporting, 
the rates charged exceed the costs of 
operating separate central heating 
plants in each building. Recent im- 
provements in individual heating 
plants have narrowed whatever mar- 
gin of advantage in costs district heat- 
ing may once have had. These facts 
tend to be obscured when heating rates 
do not recover the costs of service and 
the deficit is made up by excess 
charges for some other utility service. 
Furthermore, such a situation is dis- 
criminatory for, in effect, some of the 
expense of serving a small group of 
heating customers is being paid by 
users of other utility services, in this 
instance, users of electricity. 

While it would appear advisable on 
the basis of the facts presented to dis- 
continue steam-heating service in the 
city of Sturgeon Bay, this Commis- 
sion desires to comply as far as pos- 
sible with the wishes of the citizens of 
Sturgeon Bay, and is willing to allow 
the continued operation of this utility 
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for a test period ending with the pres- 
ent heating season with the under- 
standing that the steam-heating utility 
may not be a burden to the water or 
electric utilities. 

The Commission therefore finds 
and determines that the present rates 
for steam-heating service are unrea- 
sonable and discriminatory, and that 
the proposed rate is reasonable and 
nondiscriminatory. 

It is therefore ordered that the pres- 
ent rates for steam-heating service in 
the city of Sturgeon Bay be with- 
drawn and discontinued, and that the 
proposed charges for steam-heating 
service based upon allocating the costs 
of such service among the customers 
served, as outlined in this order shall 
be applied. 

It is further ordered that the pro- 
posed charges shall be made effective 


for service rendered during the heat. 
ing season beginning September 15, 
1935, and ending May 15, 1936, and 
that this period shall be considered as 
a test period for the purpose of deter- 
mining the feasibility of continued op- 
eration of this utility under the pro- 
posed charges. 

It is further ordered that on or be- 
fore June 15, 1936, the Sturgeon Bay 
utilities shall submit to this Commis- 
sion a report covering the operation of 
the steam-heating utility for the last 
two heating seasons, giving the reve- 
nue received, the costs of operation, 
the number of customers, and the re- 
quired radiation of each, receiving 
service at the end of the 1934-1935 
and the 1935-1936 heating seasons. 

It is further ordered that jurisdic- 
tion is hereby retained to revoke, alter, 
or amend this order. 





UNITED STATES SUPREME COURT 


J. M. Wright et al. 


Central Kentucky Natural Gas 
Company et al. 


[No. 551.] 
(— U. S. —, 80 L. ed. —, 56 S. Ct. 578.) 


Reparation, § 43 — Impounded fund — Rights of customers — Agreement by 


municipality. 


1. Customers of a gas company have no vested right which precludes a 
city, in compromising a rate controversy, from agreeing upon the distribu- 


13 P.U.R.(N.S.) 


492 





WRIGHT v. CENTRAL KENTUCKY NATURAL GAS CO. 


tion of impounded funds accumulated, in accordance with a franchise pro- 
vision, during rate litigation, p. 495. 


Rates, § 642 — Compromise agreement — City and gas utility — Rights of cus- 


tomers. 


2. Gas customers have no vested right which precludes a city from effecting 
a reasonable adjustment of a rate controversy and from entering into a 
contract fixing a reasonable rate for the period during which a fund had 
been impounded, as well as for the future, following litigation which ter- 
minated with a decision that rates fixed by the state Commission, on appeal 
pursuant to a franchise provision, were null and void, p. 495. 


Parties, § 1 — Municipality — Representative of customers — Rate agreement. 
3. A city which has granted a franchise to a gas utility represents consumers 
both in making the original franchise contract and in making a settlement as 


to gas rates, p. 495. 


[March 16, 1936.] 


ne from judgment of the court of appeals of Kentucky 
reversing a decision of the circuit court holding invalid 
an agreement between a municipality and a gas company for 
the settlement of a rate controversy; affirmed. For lower court 
decision, see 260 Ky. 361, 85 S. W. (2d) 870. 


Lon B. Rogers, of 
argued the 


APPEARANCE: 
Lexington, Kentucky, 
cause for appellants. 

The court declined to hear further 
argument. 


Per CurtaAM: Under an ordinance 
of the city of Lexington, Kentucky, 
adopted in January, 1927, the Central 
Kentucky Natural Gas Company pur- 
chased a franchise for the distribution 
and sale of gas to consumers in that 
city. The contract with the city pro- 
vided that the company should pro- 
mulgate the rates which it proposed to 
charge and that, if the city deemed 
them to be excessive, proceedings 
should be instituted before the Rail- 
toad Commission of the state in order 
to have just and reasonable rates pre- 
scribed. It was also stipulated that 
pending the proceedings before the 
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Commission, and any subsequent pro- 
ceedings in court, the company should 
have the right to charge specified tem- 
porary rates, provided that a certain 
amount collected under such rates 
should be impounded pending the final 
fixation of rates, whereupon the sums 
impounded, with interest accumula- 
tions, should be distributed under the 
order of the Commission, or of the 
court, to the company or to its several 
customers as the final determination 
should direct. 

The company promulgated a sched- 
ule of rates which the city assailed 
as excessive and a portion of the 
amounts collected were impounded. 
In 1929, the Commission made an or- 
der prescribing rates and this order 
was attacked by the company in a suit 
in the district court of the United 
States (37 F. (2d) 938, P.U.R. 
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1930B, 225). By an interlocutory in- 
junction that court enjoined further 
proceedings under the order and ap- 
pointed as receiver the custodian of the 
fund which had been impounded by 
the Commission, directing him to hold 
any fund required by the franchise 
contract to be impounded subsequent- 
ly. On final hearing, the court held 
the prescribed rate to be confiscatory, 
but finding that a certain higher rate 
would be reasonable, directed that a 
permanent injunction should issue re- 
straining the imposition of the pre- 
scribed rate, upon condition that the 
company file its consent that the fund 
impounded from the rate collected in 
excess of that deemed by the court to 
be reasonable should be distributed. 
As the company declined so to con- 
sent, a final decree was entered deny- 
ing a permanent injunction and direct- 
ing the distribution of the impounded 
fund. 

This court reversed the decree, 
holding that on the basis of the con- 
clusion of the district court that the 
rate prescribed by the Commission 
was confiscatory, that court should 
have granted appropriate relief with- 
out condition, leaving the Commission 
free to exercise its authority to fix a 
reasonable rate, and the court should 
have relinquished its control over the 
impounded fund by directing the re- 
ceiver to retain it in his capacity as 
custodian appointed by the Commis- 
sion. Central Kentucky Nat. Gas Co. 
v. Kentucky R. Commission (1933) 
290 U. S. 264, 273, 78 L. ed. 307, 
313, 3 P.U.R.(N.S.) 384, 54 S. Ct. 
154. The city and the company then 
undertook to compromise their dif- 
ferences by agreeing upon a rate for 
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the future and by providing for dis- 
tribution of the impounded fund, 
The terms of the agreement were em- 
bodied in Resolution No. 74 passed 
by the board of commissioners of the 
city and accepted by the company, 
Pursuant to that agreement, the board 
of commissioners passed Ordinance 
No. 271 amending the existing fran- 
chise ordinance and putting into effect 
the agreed schedule of future rates, 
A petition for a referendum was filed 
against the latter ordinance, whereup- 
on the board of commissioners re- 
pealed both Ordinance No. 271 and 
Resolution ‘No. 74. 

The present suit was then brought 
by the company against the city in the 
circuit court of the state for a declara- 
tion of the rights of the company and 
for a determination of the validity of 
Resolution No. 74 and Ordinance No. 
271. Another suit was filed by J. M. 
Wright (appellant here) in the state 
court, setting up the adoption of the 
original franchise ordinance in 1927 
and its acceptance by the city, and that 
he was a consumer of gas, and seeking 
a mandatory injunction directing the 
company to furnish gas to him at a 
specified rate until the proceedings be- 
fore the Railroad Commission had 
been finally determined. The two 
cases were consolidated. Later, J. M. 
Wright and F. A. Forsythe (the other 
appellant here) were permitted to file 
an intervening petition in the compa- 
ny’s suit against the city, setting forth 
their interest as consumers. The cir- 
cuit court held Resolution No. 74 in- 
valid in its entirety, because (1) it 
undertook to distribute, without the 
approval of the court, the fund in 
which it held the consumers had a 
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yested right, (2) one S. B. Feather- 
stone, who had been a party plaintiff 
on behalf of himself and all other con- 
sumers in earlier proceedings in the 
state court and before the Railroad 
Commission, had not agreed to the 
resolution, and (3) the city was with- 
out power to agree upon a distribution 
of the impounded fund and could only 
agree on a rate, after which the duty 
would devolve upon the court and the 
Commission to distribute the fund in 
accordance with the rate fixed. 

[1-8] That decision was reversed 
by the court of appeals of Kentucky 
(1935) 260 Ky. 361, 85 S. W. (2d) 
870. That court, after observing that 
it had been “erroneously thought by 
numerous voters that Ordinance 271 
was subject to a referendum,” reached 
the following conclusions: That at 
the time when Resolution No. 74 was 
passed the rate theretofore fixed by 
the Railroad Commission was a null- 
ity; that the city and the company 
were as free to agree upon the rates to 
be charged under the franchise con- 
tract as they were before the void 
finding of the Railroad Commission 
was promulgated ; that the consent of 
the court or Commission required in 
the resolution was purely a formal 
consent to the method of distribution; 
and that there “was no reason requir- 
ing the consent of the court or Com- 
mission as to the amounts distribut- 
ed.” In this view, the court of appeals 
deemed the question for its considera- 
tion to be whether or not Resolution 
No. 74 in effect fixed a rate. The 
court did not consider it necessary that 
Featherstone should be a party to the 
agreement, citing Re Engelhard & 
Sons Co. (1914) 231 U. S. 646, 58 L. 
ed. 416, 34S. Ct. 258. “The matter 
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was one entirely between the gas com- 
pany and the city.” The court then 
concluded that Resolution No 74 “did 
in fact fix a reasonable rate for the 
period of impoundment” ; that the city 
and the company “had the power to 
deal with the situation in a practical 
way,” and that so long as the result of 
their action was to agree upon a return 
for the company that was neither ex- 
tortionate nor confiscatory, there was 
no basis for objection to the method 
adopted. Accordingly, the court held 
that both Resolution No. 74 and Ordi- 
nance No. 271 were valid as contracts 
and could not be repealed as attempt- 
ed, and that it was “the plain duty of 
the public agencies concerned to lend 
every effort to bring this long-pending 
litigation to an end.” 

The case comes here on appeal. 
Appellants, consumers of gas, contend 
that the obligations of the original 


franchise contract have been impaired 
by the attempted compromise in viola- 
tion of the contract clause of the Fed- 
eral Constitution and that appellants 
have been deprived of vested property 
rights in the impounded fund without 
due process of law contrary to the 


Fourteenth Amendment. On examin- 
ing the franchise contract and the pro- 
ceedings for the impounding of 
amounts collected from consumers 
(Appleby v. New York [1926] 271 
U. S. 364, 380, 70 L. ed. 992, 999, 46 
S. Ct. 569; Larson v. South Dakota 
[1929] 278 U. S. 429, 433, 73 L. ed. 
441, 444, 49 S. Ct. 196; Abie State 
Bank v. Bryan [1931] 282 U. S. 765, 
773, 75 L. ed. 690, 701, 51 S. Ct. 
252), we find no warrant for a con- 
clusion that appellants had any vested 
right which precluded the city from 
13 P.U.R.(N.S.) 
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effecting a reasonable adjustment of 
the controversy over rates and from 
entering into a contract fixing a rea- 
sonable rate for the period during 
which the fund was impounded as well 
as for the future. Compare Violet 
Trapping Co. v. Grace (1936) — U. 
S. —, 80 L. ed. —, 56 S. Ct. 386; In- 
graham v. Hanson (1936) — U. S. 
—, 80 L. ed. —, 56S. Ct. 511. In 
making that settlement, as well as in 
the making of the original franchise 
contract, the consumers were repre- 
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sented by the city. Re Engelhard & 
Sons Co. supra. Compare Smith y, 
Illinois Bell Teleph. Co. 270 U. S, 
587, 592, 70 L. ed 747, 749, PUR. 
1926C, 754, 46 S. Ct. 408; Kentucky 
v. Indiana (1930) 281 U. S. 163, 174, 
74 L. ed. 784, 797, 50 S. Ct. 275. 
Chicago v. Chicago Rapid Transit Co, 
(1931) 284 U.S. 577, 76 L. ed. 501, 
52 S. Ct. 2. 

The judgment of the court of ap- 
peals is affirmed. 

Affirmed. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Eleanor G. Hanaway 


Philadelphia iloewie Company 


[Complaint Docket No. 10902.] 


Payment, § 24 — Billing for unregistered current — Meter tampering. 


Calculation for unregistered current under an electric utility’s filed tariff 

provisions was based on the average registration for corresponding periods 

prior to and subsequent to a period during which the record disclosed evi- 

dence of tampering instead of estimating unregistered current on the basis 

of the size of the property, kind of business, amount of furniture, and 

"9 and the utility’s idea of what such a property should reasonably 
e. 


[March 2, 1936.] 


Pieces against discontinuance of electric service for 

meter tampering; restoration of service ordered on pay- 

ment for wnregistered current and expenses incurred in 
connection with tampering. 


¥ 


By the Commission: The basis of Philadelphia Electric Company, in- 
this complaint is that respondent, formed complainant on or about Au- 
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gust 26, 1935, that unless the sum of 
$250 were paid to it, electric service 
to complainant would be discontinued. 

The respondent justified its pro- 
posed action by alleging that its meter 
and other service facilities located on 
complainant’s premises, 1428 W. 
Girard avenue, Philadelphia, had been 
tampered with so that the meter did 
not register correctly the amount of 
electric current supplied. 

From the testimony of record it 
appears that the meter to register the 
electric current used by complainant 
was installed on complainant’s prem- 
ises in March, 1927. The report of a 
periodic test made by respondent’s me- 
ter tester on April 29, 1927, made no 
mention of any evidence of meter 
tampering. Respondent’s meter man 
on April 24, 1935, inspected the meter 
and other service facilities of respond- 
ent located on complainant’s premises. 
This inspection disclosed no evidence 
of tampering, but complete examina- 
tion of the main service switch, the 
house service switch controlling the 
service to complainant’s premises, and 
the house service switch controlling 
the service to the adjoining premises, 
1426 W. Girard avenue, disclosed 
that the seal on the box which en- 
closed the main switch was missing, 
but no evidence of tampering with the 
main switch was observed. Examin- 
ation of the house service switch con- 
trolling the service to complainant’s 
premises disclosed, on each of the 
three blades of this switch, marks and 
evidence of diversion of electric cur- 
rent. The inspection of the house 
service switch for the adjoining prem- 
ises disclosed that the seal on the 
switch box was missing, and the left- 
hand and neutral switch blades 
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showed marks and evidence of diver- 
sion of electric current. These ir- 
regularities were noted on a report 
card at the time of the investigation 
and were reported to respondent. Af- 
ter the examination, the switch boxes 
for the adjoining premises and the 
main service switch were both sealed 
in accordance with respondent’s stand- 
ard practice. 

Another inspection was made on 
August 7, 1935. Examination of the 
house service switch for the adjoining 
premises showed that the seal installed 
on April 24, 1935, had been broken. 
Examination of the house service 
switch, controlling the service to com- 
plainant, showed marks and other evi- 
dence of tampering on all three blades 
and on the fuse clips. After this in- 
vestigation, the house service switch 
box for the adjoining premises was 
sealed by respondent’s meter man in 
accordance with respondent’s stand- 
ard practice. Subsequently, on Au- 
gust 14, 1935, the switch for the ad- 
joining premises was removed by re- 
spondent’s meter wire man. At the 
time. of this switch removal, it was 
discovered that the seal installed on 
August 7, 1935, had been broken. 
Following the removal of this switch, 
respondent’s meter wire man sealed 
the switch box, from which this 
switch had been removed, with a spe- 
cial magnet lock. A special magnet 
lock was also installed on the main 
switch box controlling the service to 
both complainant’s premises and to 
the adjoining premises. Another in- 
vestigation of this meter and switches 
on August 19, 1935, disclosed that the 
meter seals installed on August 7, 
1935, had been broken, and scratches 
were observed on the meter magnets 
13 P.U.R.(N.S.) 
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and the meter disc. These irregulari- 
ties were noted on a report card at the 
time and reported to respondent. Up- 
on completion of this investigation, 
the meter was sealed with special cross 
seals. A further investigation of this 
meter on August 23, 1935, disclosed 
that some of the special seals installed 
August 19, 1935, had been broken; 
that the meter cover gasket had been 
pushed in at the top on both left and 
right hand sides; that there were 
scratches on the top and bottom of 
the meter disc and on the top right 
hand magnet; and that the meter disc 
was bent. These irregularities were 
noted on a report card at the time and 
reported to respondent. On August 
26, 1935, complainant, at respondent’s 
request, called at respondent’s office 
and was told of these discoveries. 
Complainant refused to make any pay- 
ment to respondent. At this time re- 
spondent did not advise complainant 
of the amount of current allegedly 
used but unregistered, nor was com- 
plainant requested to make payment 
of any specific amount. 

Thereafter, on August 28, 1935, 
complainant called at respondent’s of- 
fice and was told that unless arrange- 
ments were made by complainant to 
pay respondent the sum of $250, re- 
spondent would discontinue electric 
service. Complainant was advised 
that this amount might be liquidated 
by an initial payment of $50 and pay- 
ments of $25 per month for eight 
months. Complainant’s request for a 
few days opportunity to raise the 
amount of the initial payment of $50 
was granted, but respondent received 
no further word from complainant. 
Subsequently, on September 3, 1935, 
respondent removed this meter and 


installed another. On September 
7, 1935, this formal complaint was 
filed. 

Respondent’s estimate of unregis- 
tered current was based on the “size 
of the property, kind of business, 
amount of furniture, oil burner, re. 
frigerator, iron, and other usual ap- 
pliances and respondent’s idea of what 
a property like that should reasonably 
take.” Upon this basis 100 kilowatt 
hours per month were added 
for a period of fifty-six months from 
January, 1931, to August, 1935, both 
inclusive, making a total of 5,600 kilo- 
watt hours used but unregistered cur- 
rent. At the rate of 4.4 cents per kilo- 
watt hour the rate used for calculation 
by respondent, the value of this current 
is $246.40. Respondent arbitrarily 
reduced this figure of $246.40 to 
$215.50. This reduced amount of 
$215.50 plus $7.50 for meter repairs 
and $27 for extra inspection expense, 
makes a total of $250. No convine- 
ing evidence was presented showing 
that the basis for respondent’s esti- 
mate of unregistered current was rea- 
sonable or in accordance with re 
spondent’s effective tariffs, which pro- 
vide: 

From September 1, 1930, to March 
2, 1933: 

“The company shall keep in repair 
and maintain its own property in- 
stalled on the premises of the custom- 
er; provided, however, that if its 
property is damaged by the customer 
or employees of the customer, the cost 
of repairs shall be paid by the cus 
tomer. 

“In event of a meter ceasing to reg- 
ister the full amount of current con- 
sumed during any period, the amount 
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of the bill for such period will be esti- 
mated, except bills rendered for resi- 
dence service and unless otherwise 
provided for in the contract, by aver- 
aging the amount registered for the 
preceding billing period and for not 
less than one week’s registration sub- 
sequent to the repairs to or change of 
the meter. Bills rendered for resi- 
dence service will be estimated by 
averaging the amount registered for 
the corresponding billing period of the 
previous year, when such registration 
is available, and not less than one 
week’s registration subsequent to the 
repairs to or change of the meter.” 

From March 2, 1933, to October 1, 
1934: 

“The company shall keep in repair 
and maintain its own property in- 
stalled on the premises of the custom- 
er; provided, however, that if the 
property of the company on the prem- 
ises of the customer is damaged, the 
cost of inspection of and repairs to 
such property shall be paid by the cus- 
tomer. 

“The measurement of electric serv- 
ice shall be by meter furnished and in- 
stalled by the company. Should any 
meter become defective or fail to reg- 
ister correctly, the use of electricity 
shall be determined by a test of the 
meter or by registration of a meter 
set in its place, during the period next 
following, or by averaging the amount 
registered for the preceding billing pe- 
riod and the amount registered during 
not less than one week immediately 
subsequent to the repairs to or the 
change of the meter. Meter errors in 
residence service may be determined 
on the basis of the registration of the 
corresponding period during the pre- 
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ceding year if the records are available 
and the condition of use remain the 
same.” 

From October 1, 1934, to Septem- 
ber 1, 1935: 

“The customer shall be responsible 
for the safe keeping of the property 
of the company 6n his premises and 
in the event of damage to it shall pay 
to the company any cost of inspection 
and repairs. 

“Should any meter become defec- 
tive or fail to register correctly, the 
use of electricity shall be determined 
by a test of the meter or by the regis- 
tration of a meter set in its place dur- 
ing the period next following, or by 
averaging the amount registered for 
a preceding billing period and the 
amount registered during not less than 
one week immediately subsequent to 
the repairs to or change of the meter, 
taking into consideration the charac- 
ter of use by the customer. Meter er- 
rors in residence service may be deter- 
mined on the basis of the registration 
of the corresponding period during 
the preceding year, if the records are 
available and conditions of use remain 
the same.” 

The Commission finds from the evi- 
dence of record that there has been 
tampering with the meter and other 
facilities involved, and that this tam- 
pering has caused substantial loss to 
the respondent. As to the require- 
ment for payment of $250 by the com- 
plainant, we believe this sum to be 
excessive since the record shows that 
respondent’s estimate of 100 kilowatt 
hours per month used but unregistered, 
if added to the current actually regis- 
tered, would give an annual figure far 
13 P.U.R.(N.S.) 
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greater than the registration of com- 
plainant’s use for any one year during 
the period prior to the tampering. 
The record also shows that for the 
period from December, 1925, to De- 
cember, 1930, during which no tam- 
pering is alleged, the highest annual 
registration was 867 kilowatt hours, 
in 1927, and the lowest 717 kilowatt 
hours in 1928. 

A reasonable calculation for unreg- 
istered current, under respondent’s 
filed tariff provisions, should be based 
on the average registration for corre- 
sponding periods prior to and subse- 
quent to the period during which the 
record discloses evidence of tamper- 
ing. In other words, the calculation 
should be based upon an annual aver- 
age of 808 kilowatt hours registered 
by complainant’s meter, for the peri- 
od during which no tampering is 
charged, from January, 1926, to De- 
cember, 1930, both inclusive, and the 
annual average of 406 kilowatt hours 
registered by complainant’s meter, for 
the period during which meter tam- 
pering is charged, from January, 
1931, to August, 1935, both inclusive, 
of 402 kilowatt hours, making a total 


unrecorded current consumption for 
this period of 1,876 kilowatt hours, 
which at the average rate of 4.4 cents 
per kilowatt hour, used by respondent, 
amounts to $82.54. To this should 
be added $7.50 for meter repairs and 
$27 for the expenses for extra inspec- 
tions, making a total sum of $117.04. 

Upon full consideration of the rec. 
ord herein, the Commission is of the 
opinion and finds that respondent’s re- 
fusal to serve complainant except up- 
on payment of $250 is unreasonable; 
therefore, 

Now, to wit, March 2, 1936, it is 
ordered: ‘That the complaint be and 
is hereby sustained to the extent here- 
in indicated. 

It is further ordered: That the 
Philadelphia Electric Company, re- 
spondent, continue to serve complain- 
ant upon the payment to it of the sum 
of $117.04 including $82.54 for cur- 
rent consumed but not registered, and 
$34.50 for the other expenses incurred 
by respondent in connection with the 
tampering ; said sum of $117.04 to be 
paid by an immediate down payment 
of $17.04 and subsequent monthly in- 
stalments of $10. 
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Opens Radio Hearings 


SEARCHING inquiry into newly unfolding 
A fields of radio and television was under- 
taken by the Federal Communications Com- 
mission last month. The commission planned 
to hear representatives of all industries in- 
terested in the future of visual and voice 
transmission in an effort to arm itself with up- 
to-the-minute data on which it can base broad, 
long-range policies. 

The first day’s testimony brought clashing 
views over who should be awarded the new 
high frequency channels now assigned only for 
experimental work. Dr. J. H. Dellinger, of the 
Bureau of Standards, served notice that Fed- 
eral bureaus and departments have a hopeful 
eye on the channels. He said that govern- 
ment agencies had spoken for 60 per cent of 
the frequencies available. 

Dr. Frank Jewett, vice president of the 
American Telephone and Telegraph Com- 
pany, told the several hundred interested dele- 
gates that he was “shocked” by this broad 
request. A similar comment came from S. 
M. Kinter, speaking for the Westinghouse 
Electric and Manufacturing Company. Both 
urged caution in planning startling radio and 
television developments and keeping fields 
open for experimenting and private initiative. 


Post Abolished 


P= B. Eastman’s office of Federal Co- 
ordinator of Transportation expired June 
l6th when the Senate failed to act on a meas- 
ure which would have extended the job for a 
year. Late in the day, as one of his final acts 
Eastman sent to a Senate committee a recom- 
mendation that it add seven more railroads to 
a list of the largest carriers in the country 
now under investigation. Although his co- 
Ordinator’s office has expired, Eastman re- 
tains his place as a member of the Interstate 
Commerce Commission. 

R. V. Fletcher, general counsel of the As- 
sociation of American Railroads, addressing a 
joint meeting of the Rochester (N. Y.) Cham- 
ber of Commerce and the Chamber Traffic 
Club on June 16th, predicted that an “about 
face” will occur in the matter of railroad reg- 
ulation which will result in greater dependence 
upon “the initiative, the experience, and good 
sense of those charged with responsibility in 
the management of American railroads.” 

Mr. Fletcher maintained that extension by 
the Interstate Commerce Commission of its 
activities and additions to its power by suc- 
ceeding sessions of Congress have reached 
the point where “that body threatens to as- 
sume bureaucratic power far beyond what was 
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originally conceived,” including the dual au- 
thority of the Federal Coérdinator. He de- 
clared that aside from “certain recommenda- 
tions to Congress for new legislation, the co- 
6dinator, careful and able man that he is, has 
made no substantially helpful contributions to 
the solution of the railroad problem.” 


TVA Asks Dismissal 


EY HE TVA last month filed in Federal court 
in Birmingham, Ala., a motion to dismiss 
the suit of 19 major power companies that 
charge the Tennessee Valley Authority is 
unconstitutional. The dismissal was asked on 
the grounds that the bill of complaint of the 
private utilities constitutes an endeavor to 
utilize the functions of the court for the pur- 
pose of trying a “broad political controversy.” 
The motion stated that the U. S. Supreme 
Court has held this “controversy” is not a 
matter for judicial determination. 

The bill of complaint of the 19 companies, 
filed last May, seeks to have broader questions 
of the. TVA’s legality ruled upon. It charged 
that the officers of the government agency 
were usurping legislative powers and that 
properties of the companies were being ren- 
dered valueless by the operation of the TVA. 


Seeks TVA Offices 


MANDAMUS petition calling for the re- 
moval of the headquarters of the Ten- 
Valley Authority from Knoxville, 


A 


nessee 
Tenn., to the Muscle Shoals district in Ala- 
bama was filed in Federal court in Birming- 


ham, Ala., on June 20th. The petition, signed 
by several business firms and individuals of 
Muscle Shoals district, sought the removal 
of the TVA headquarters to Alabama on the 
ground that the act passed by Congress pro- 
vided for the headquarters to be set up near 
Muscle Shoals. 

Several local congressional candidates have 
pledged their efforts to the task of having the 
headquarters transferred. 


Suit Set for Fall 


RGUMENTS in the suit brought last fall by 
the Securities and Exchange Commis- 
sion to compel the Electric Bond and Share 
Company and its affiliated holding companies 
to register under the Public Utility Holding 
Company Act will be held in the fall before 
Federal Judge Julian W. Mack, it was report- 
ed last month. 
Counsel for the Securities and Exchange 
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Commission and the utilities. involved were 
said to be drawing up stipulations which, it 
was hoped, would expedite the case and make 
a trial before Judge Mack unnecessary. It 
was hoped that this procedure would speed 
the case to its eventual hearing before the U. 
S. Supreme Court. 

The case against Electric Bond and Share 
and its affiliates has been termed the hand- 
picked case of the SEC as the one to test the 
constitutionality of the utility act. It was ex- 
pected that a set of stipulations as to the facts 
in the case would be filed by the end of June 
or early July. 


Socialization Held Goal 


HE American Liberty League, in a state- 

ment issued last month, asserted that steps 
taken by the administration toward “socializa- 
tion” of the electric power industry “bear wit- 
ness to what may be imminent in other indus- 
tries if present policies are continued.” The 
“legal fictions” of the so-called efforts to 
socialize the power industry were described by 
the league as subterfuges for flood control and 
improvement of navigation. 

The league denied that TVA deserved cred- 
it for increased sales of electricity and appli- 
ances by private companies in the Tennessee 
valley. It said the recent rise in appliance 
sales has been greater elsewhere than in the 
TVA area. 

The league listed ten congressional activi- 
ties, which it contended contribute “to the 
trend toward socialization.” They included 
TVA, the REA, Federal grants for local 
power projects and the proposed Mississippi 
Valley Authority. 


REA Seeks Price Reduction 


1, gre Seema of electrical and Plumbing 
appliances last month discussed with the 
Rural Electrification Administration price re. 
ductions on standardized appliances for farms 
and farm homes. The REA hopes to duplj- 
cate and expand on the work done by the Ten- 
nessee Valley Authority and its cooperating 
agency, Electric Home and Farm Authority 
when refrigeration manufacturers were jp. 
duced to put out an electric ice box for about 
$75 when the cheapest one previously had cost 
over $150. 

Officials said they had not set a percentage 
figure for the recommended reduction. How- 
ever, it was said that a cut of 5 to 10 per cent 
in present prices would not do the job. From 
25 to 40 or 50 per cent probably would be 
more satisfactory. 


Phone Hearings End 


HE Federal Communications Commission's 

three quarter million dollar investigation 
of the American Telephone and Telegraph 
Company came to a halt June 11th amid fore- 
casts from informed sources that it would not 
be resumed until late summer. Testimony on 
stock ownership in the A. T. & T. concluded 
the recent series of hearings. 

Dr. N. R. Danielian, expert witness for the 
investigators, said leaders in the telephone in- 
dustry had stressed “the large number of 
stockholders and their small holdings,” but 
had failed to reveal that “5 per cent of all 
stockholders owned 50 per cent” of the stock. 
Dr. Danielian said this had been done to 
“create good will” and aid telephone leaders 
in their contacts with legislative committees. 


Alabama 


To Defend Phone Cut 


HE state public service commission on 


June 16th announced it had employed a 


Montgomery law firm to defend its recent rate 
reduction order against the Southern Bell 
Telephone Company, which Attorney General 
Carmichael termed “inadequate” and refused 
to support. Employment of the firm was 
made with approval of Governor Graves, who 
announced the commission’s reduction order 
cutting approximately $250,000 a year from 
exchange revenues of the telephone company. 
Attorney General Carmichael, acting in the 
name of the state, and Horace Wilkinson, rep- 
resenting the city of Birmingham, have filed 
appeals from the reduction order in Mont- 
gomery circuit court, contending the cut “un- 
just, unreasonable, and inadequate.” Both 
Carmichael and Wilkinson asked 40 per cent 
reduction as compared with 7 per cent granted 
by the commission. Carmichael refused a re- 
quest from the commission asking that he de- 


fend its order and suggesting that he dismiss 
his appeal. 


Rules On Rural Electric Work 


URAL electric service corporations estab- 
lished by the Alabama Rural Electrifica- 
tion Authority do not have to acquire cer- 
tificates of convenience and necessity, nor are 
they subject to control of the Alabama Pub- 
lic Service Commission, Attorney General 
Carmichael last month advised Gordon Per- 
sons, chairman of the authority, who had re- 
quested the ruling. Corporations of the non- 
profit type were authorized by the legislature 
in an act passed in 1935. 
The corporations, the attorney general 
ruled, may construct and operate rural lines 
without obtaining permission from the state 
regulatory body. He held, however, that they 
could not issue bonds or other obligations 
without approval of the Alabama Public 
Works Board, or in event of its dissolution, 
the state public service commission. 
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This is How 
Engineers value the rust- 
resistance of 


. TONCAN IRON PIPE 


Wrarrz electric cables cross a stream, one of the engineering assign- 
ments that calls for more than usual vision is the design of the conduit 
—conduit that will not only be watertight when installed, but that will 
remain so for years. 

Engineers in charge of this creek crossing at Buffalo, N. Y., selected 
standard weight black Toncan Iron Pipe to carry the cables—because 
similar installations using the same material have given excellent service 
—because this alloy of refined open hearth iron, copper and molybdenum 

4 shows the highest rust-resistance of any ferrous material in its price 
7 class. It will be safe, an insurance of continued electrical service—and 
economical because it will last longer. 
¥8-DEN-UM To understand the real value in this modern alloy pipe, read the 
IRON PIPE story of its development, manufacture and application in “Pipe for 
Permanence.” A copy will be sent upon request. 


Republic also produces wrought 
sel and copper-bearing steel ° 
pipe in butt weld, lap weld and 
electric resistance weld. Cp U IC lee 


CORPORATION 


"i : GENERAL OFFICES CLEVELAND, OHIO 
When writing Republic Steel Corporation (or Stee. and Tubes, Inc.) for further information, Ay 
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Arkansas 


Would Buy Municipal Plant 


HE Arkansas Power and Light Company 

filed a petition with the state department 
of public utilities last month asking for au- 
thority to purchase the municipal water dis- 
tribiition system at Magnolia, which has been 
operated by a waterworks improvement dis- 
trict. 

The district was organized in 1924 but was 
unable to sell sufficient bonds to complete a 
water plant and after the distributing system 
was constructed, the district entered into an 
agreement with the Citizens Electric and Ice 
Company to operate deep wells, stand pipes, 
reservoirs, and a pumping plant to supply wa- 
ter to the distributing system. 

The Arkansas Power and Light Company 
acquired the property of the Citizens Com- 
pany in 1927 and continued the agreement to 
supply water to the distributing system. The 
petition, which was taken under considera- 
tion by the utilities commission, stated that 
the company has invested approximately 
$47,636 in the water property and that the 
company has entered into an agreement with 
the district to acquire the distributing system 
and to assume principal and interest payments 
on $46,000 worth of district bonds. 


Application for PWA 
Funds Approved 


PPLICATION of. the city of El Dorado for 
PWA funds to construct a munici 

power plant has been approved by the PWA 
it was announced by Mayor George R. Cros- 
ley, who with City Attorney I. W. Stennett 
and City Engineer Frank Goolsby, returned 
last month from Washington where they had 
conferred with PWA officials. 

Mayor Crosley said the application had been 
approved by the power division, legal division, 
and the engineering division of the PWA, and 
was given final approval by Colonel Hackett, 
administrator of the PWA. 

A total of $575,000 was sought for constryc- 
tion of a municipal power plant and distriby- 
tion system. Of the total, from 30 to 50 per 
cent would be allocated as an outright grant 
from the government, and the balance would 
be in the nature of a loan. 

If classification of El Dorado’s application 
should be changed, Mayor Crosley said, bonds 
would be issued and sold to finance the re- 
mainder of the cost. Retirement of such 
bonds, he said, would be taken care of out of 
the revenues of the plant. 


California 


PWA May Contribute 


ossiIBILIty that the Federal government 

may contribute nearly $6,000,000 toward 
San Francisco’s proposed $52,700,000 subway 
and rapid transit system was reported last 
month as the result of negotiations between 
Mayor Rossi and PWA officials in Washing- 
ton. Owing to the length of time it would 
take to complete the rapid transit construc- 
tion, five years, the mayor said he did not be- 
lieve the city would get approval of the whole 
program as a PWA project. 

Regardless of the outcome, however, it ap- 
peared likely that the city would put through 
the transit program in an effort to prevent 
losing much of its population and prestige to 
the East Bay area as the result of the comple- 
tion of the new bridge. 


Rejects Proposal 


HE Imperial. Irrigation District directors 

on June 16th voted unanimously to reject 
flatly a proposal recently submitted by Presi- 
dent A. B. West of the Southern Sierras Pow- 
er Company to operate the power business in 
behalf of the district and the company under a 
quasi partnership arrangement, with an option 
to the district to buy the power company in 
not less than eight years at an agreed price. 
President Evan T. Hewes of the irrigation 
district said the company’s offer was too vague 
and indefinite to justify consideration. District 
directors have authorized a counter-proposal 
for appraisal of the physical property of the | 
company in Imperial and Coachello valleys, 7 
for the purpose of immediate sale to the dis-— 
trict. : 


District. of Columbia 


the public utilities commission recently, which ” 
indicated an increase in net return to 
Chesapeake and Potomac Telephone Company — 
over last year, it was reported last 1 

The commission took the first step by calling 


Expect Phone Rate Reduction 


ELEPHONE rates in the District of Colum- 
bia may be reduced sometime later this 
year as a result of an investigation started by 
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Use the Hays Copper 
Method to Hook up Mod- 
ern Appliances Efficiently 


ODERN appliances deserve a good appear- 

ing installation job. It pays in dollars and 
cents also to use the Modern Hays Copper Method. 
We invite your investigation of its good appear- 
ance, great strength, long life and economy. 


Use Hays Double Seals to hook up appliances; for 
water or gas service lines and for miscellaneous 
repair or replacement work. In fact, wherever 
copper tubing is used, you will find Double Seals 
in demand. Start your investigation today. 


DOUBLE SEALS BEAR SEND FOR A COPY 


E KEYSTONE MARK ave wee ag eee ERIE, PENNA. 
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STREAMLINED 


TO CUT DOWN SALES RESISTANCE 
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 plelndate designers did more than streamline 
beauty into these super-smart, super-modern 
gasranges. Working with Estate engineers, they 
streamlined Estate Gas Ranges against sales re- 
sistance by building into them outstanding ad- 
vantages which appeal immediately to a 
woman’s buying sense. Result: Record breaking 
sales for Estate Gas Ranges in 1936. 
Smart merchandisers, realizing what they have 
in the Estate line, are pushing it—and going 
places at high speed. 


THE ESTATE STOVE CO. - HAMILTON, OHIO 
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on the company to report what it calculated 
was its rate of return on present valuation. 
Commission Chairman Riley E. Elgen an- 
nounced that study showed that during the 
first four months of this year the net revenue 


was “substantially” in excess of the same 
months of last year. Preliminary investiga- 
tion, he said, indicated the company was earn- 
ing in excess of 6 per cent return on the rate © 
base fixed by commission orders. 


Florida 


Hears Rate Arguments 


A 3-YEAR-OLD rate fight between the Florida 
Power and Light Company and the city 
of Miami was brought before Federal Judge 
William H. Barrett at Augusta, Ga., on June 
18th. Attorneys argued the report of F. M. 


Hudson, special U. S. master, who recom- 
mended dismissal of the company’s suit to en- - 
join a city order that would save $3,500,000 
to electric users. The suit was brought prior 
to the Johnson bill which takes such litigation 
out of Federal courts. The reduction was or- 
dered in 1933. 


Illinois 


Denies Rate Increase 


HE Illinois Commerce Commission on 

June 12th denied the petition of the Peo- 
ples Gas Light and Coke Company for per- 
mission to increase its rates by approximately 
$800,000 a year to offset the Illinois 3 per cent 
sales tax which was being paid directly by 
the company. Under a commission ruling all 
utilities in the state must pay the sales tax 
themselves from revenues on existing rate 


schedules unless they receive specific authority 
from the state commission to increase their 
rates. 

The order, announced by James M. Slattery, 
commission chairman, followed the completion 
of several months of hearings, and dismissed 
a new rate schedule which had been filed by 
the utility eleven months ago. The order 
held that the company failed to show that its 
present rates, with the utility bearing the sales 
tax, are not just and reasonable. 


Indiana 


Seeks Cheaper Rural Power 


of the Shelby county rural 


ier R officials 
electric membership corporation were re- 
ported last month to be conferring with na- 


tional REMC administrators in Washington 


concerning a proposal to decrease the cost of 


installing rural electrification in the city of 
Shelbyville. 


An allotment of $450,000 has been set aside 


for establishing the electric set-up in Shelby 
county, it was said, but of that amount only 
$112,500 was for immediate use. Officials be- 
lieved money could be saved by erecting the 
entire system at one time, and permission was 
being sought to use the entire $450,000 im- 
mediately. Such a plan, if carried out, would 
provide rural energy for approximately 1,200 
customers in the county within a few months, 
it was estimated. 


Iowa 


May Seek PWA Aid 


HE Ames city council, in a special meeting 
last month to consider the long-disputed 
gas franchise petition of the Iowa Electric 
Power and Light Company, appointed a spe- 
cial committee to confer with Federal officials 
for the purpose of getting a PWA grant for 


the construction of their own gas system’ 
The council has set July Ist as the date fora 
special election to decide on the gas franchise. 
At the time the date was set, it was stated that 
the power company was expected to make an 
offer to the city to build a plant, maint: in it, 
and provide service for twenty-five years, 
then turn it back to the city government. 
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Are your distribution transformers of the CLOSED COIL or the OPEN COIL type? 


For the benefit of those who are not familiar with the two types of construction, we 
ill describe them briefly: 

A distribution transformer coil consists of many turns of wire, which are usually 
ound helically on concentric layers. In the closed type many such layers are wound 
ightly together with only solid insulation between them. As distinguished from this 
onsider the OPEN COIL, a Pennsylvania development: 


Every layer of winding is separated from the adjacent one by vertical spacers as well 
s solid insulation. These spacers form vertical ducts adjacent to each layer of winding 
hence the name, OPEN COIL). The ducts permit treatment of coils in varnish, instead 
feompound. During the treating process air is circulated through the ducts... and 
he varnish is thereby oxidized and hardened. A COIL SO TREATED IS NEVER 
OFTENED BY HOT OIL, and retains its full electrical and mechanical strength under 


he heaviest overloads. 


This truly important Pennsylvania development deserves the attention of 
utility executives interested in more reliable, economical power distribution. 


Pennsylvania Transformer Company 
1701 island Avenue, PITTSBURGH, PA. 
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Kentucky 


Takes Case to Commission 


EORGE Slaff, special counsel employed by 

the city of Louisville, announced last 
month that an immediate hearing, seeking a 
25 per cent reduction in telephone rates would 
be requested of the state public service com- 
mission, after the court of appeals ruled that 
was the only method through which the city 
could obtain a reduction. 

The ruling, setting out that the commission 
has complete control over rates and services 
of public utility companies operating in Ken- 
tucky, denied the motion of the city for dis- 
solution of an order of the Jefferson circuit 
court which prohibited the city from putting 
into effect the 25 per cent reduction in rates of 
the Southern Bell Telephone and Telegraph 
Company. The court of appeals decided that 
whatever previous authority the city of Louis- 
ville had in the matter of rate regulation was 
taken away by the 1934 Public Service Com- 
mission Act. The telephone company had at- 


tacked the city’s action on the grounds jt 
lacked rate. regulatory power and that the 
rates prescribed were confiscatory. 


Orders Water Rate Cut 


Sree. thousand small water consumers in 
Lexington won reductions in their water 
rates under orders issued June 16th by the 
state public service commission, fixing the 
minimum rate for small consumers at 75 cents 
a month instead of $1. The new rates fixed 
were to go in effect on meter reading subse- 
quent to June of this year, and as of July Ist 
for consumers without meters. The new rates 
replaced charges in effect since last year, when 
the former members of the public service com- 
mission fixed the minimum charge at $1 a 
month. 

It was estimated that the reduction would 
effect a saving of approximately $35,000 a year 
to water users in Lexington. 


Louisiana 


Telephone Transcript Filed 


HE transcript of the record in the state- 

wide telephone rate reduction case was 
filed with the Louisiana Supreme Court last 
month, consisting of approximately 2,500 type- 
written pages. Arguments on the merits of 
the case, which was appealed from Judge W. 
Carruth Jones’ division of the East Baton 
Rouge parish district court, will not be heard 
by the tribunal until some time during the fall 
session of the court, it was said. 


The litigation, which has been before the 
supreme court twice before on various angles, 
grew out of an order by the state public sery- 
ice commission directing a statewide reduction 
in rates by the Southern Bell Telephone and 
Telegraph Company, Inc. The company con- 
tended that the commission’s order was con- 
fiscatory. 

Telephone subscribers throughout the state 
have been receiving the benefits of the rate 
reduction order for more than fifteen months, 
it is reported. 


Massachusetts 


Trolleys Sold 


' AKING a seagoing interlude, a fleet of 19 

trolley cars, supplanted by motor busses 
in Lynn, was loaded into a specially con- 
structed hold aboard a Norwegian freighter 
at South Boston, for a voyage to Brazil, 
where they will resume their passenger carry- 


ing duties in the streets of Porto Allegre. 

The cars were built in 1924 at a cost of 
about $20,000 each for the Boston-Lynn route 
of the Eastern Massachusetts Street Railway. 
When the route was motorized about a year 
ago, the cars were sold to a New York ex- 
porting house which in turn sold them to the 
city of Porto Allegre. 


M ichigan 


ing another step in the Consumers Power 

Company program of conversion from the 

artificial product. ? 
Natural gas piped from the Hinton-Mill- 


Get Natural Gas 


NAS gas reached 24 more central 
Michigan communities June 15th, mark- 
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@ There are reasons for the overwhelming preference shown 

















for A. C. S. R.: Its high strength-weight ratio permits long 


pans without exceeding stress values that experience shows 


0 be reasonable and safe; it has demonstrated its economy, both in 
construction cost and in year after year maintenance. 


Aluminum Company of America, 2134 Gulf Bldg., Pittsburgh, Pa. 
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brook-Belvidere field reached the rest of the 
city of Lansing, East Lansing, Grand Ledge, 
Hastings, Lake Odessa, Ionia, Mulliken, 
Nashville, Portland, Vermontville, Lake Che- 
mung, Charlotte, Woodland, Sunfield, Eaton 
Rapids, Okemos, Lake Lansing, Mason Leslie, 
Holt, Howell, Williamston, Webberville, 
Brighton, Fowlerville, and Haslett. 


Announces Gas Savings 


ILLIAM G. Woolfolk, president of the 
Detroit City Gas Company, last month 
announced that savings ranging from 29 to 
42 per cent on monthly gas bills would be 
available to the average Detroit householders 
if he takes advantage of the promotional rates 
to be put into effect with the inauguration of 
natural gas service in Detroit in July. Mr. 
Woolfolk, in explaining to the city council the 
rates and policies that were to obtain when 
his company becomes a distributor of natural 
gas, pointed out that the institution of pro- 
motional rates complied. with a provision of 
the Detroit Plan that was developed by city 
and gas company officials. 
He also emphasized the fact that the De- 
troit Plan provides for taking domestic gas 


consumers into virtual partnership with the 
company as it stipulates that a large share ot 
the company’s excess earnings is to be re- 
turned to these consumers in the form of an- 
nual cash dividends. The gas company is al- 
lowed a base annual earning of $3,850,000, 
considered necessary for sound operation, 
The first $550,000 earned in excess of this 
amount is to be split evenly between domestic 
consumers and the company stockholders, 
while 75 per cent of all additional earnings is 
to go to consumers and the remainder to 
stockholders, under the plan. Mr. Woolfolk 
announced, however, that the company would 
voluntarily waive participation in excess earn- 
ings the first year of natural gas service. 


Reduces Gas Rates 


REDUCTION of 20 cents on the first 2,000 

cubic feet of gas used by householders of 
Ypsilanti was ordered last month by the board 
of public works, the result of payment last 
spring of the bonded indebtedness against the 
municipally owned gas plant. It was pur- 
chased in 1914 from the Washtenaw Gas and 
Electric Company. 


Mississipp1 


Halts Gas Proration Orders 


AY interlocutory injunction restraining the 
state of Mississippi from enforcing nat- 
ural gas proration orders in the Jackson field 
was granted June 11th by a 3-judge Federal 
court. The injunction petition was brought 
by the Jackson Oil and Gas Company and the 
Love Petroleum Company, both of Jackson, 
and charged that a proration order issued on 
May 26, 1936, was unconstitutional, discrim- 
inatory, and deprived the two companies of 
their contract rights. 

The two plaintiffs in the case are under 
contract to supply the city of Jackson with a 


large percentage of its natural gas needs, and 
application of the proration order would make 
it impossible for the plaintiffs to fulfil their 
contract, according to Garner Greene, Jackson, 
chief counsel for the gas concerns. The order 
under attack was to have been effective only 
one month, as the Mississippi statutes provide 
that oil and gas proration orders shall be “4 
sued monthly, it was brought out. W. 
Pierce, assistant attorney general of Mises 
sippi, appearing for defendants, denied that 
the proration orders were unconstitutional or 
that they would be discriminatory against 
plaintiffs. Both sides were allowed additional 
time in which to file briefs. 


Montana 


Wins Rate Battle 


é be - city of Livingston was upheld in its 
controversy over water rates with the 
Montana Public Service Commission in a 
lengthy order filed last month by Judge Frank 
P. Leiper of Glendive in district court. 
Judge Leiper ruled that the order of the 


public service commission calling for a 25 
per cent reduction in water rates ed by 
the municipal plant, as well as the commis- 
sion’s ruling that the city connect all water 
services disconnected for the nonpayment of 
accounts, is null and void. Money of the city 
impounded on court order until the case was 
settled was ordered returned. 
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utting C1 Bad Debt Loss 


To 


percent: 


8/100" 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for ac- 
count or service information is supplemented by Dictograph-Telematic which 
assures quick correct responses while still holding outside phone connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
\venue, New York City for full information—No obligation, of course! 


DICTOGRAPH -TELEMATIC 
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New Jersey 


Plant Measure Defeated permit any municipality building such a plant 
to exceed its debt limit. The bill was passed 


Ca hope for a municipal lighting in the house last year, but was defeated in the 
plant through legislative action again met _ senate. 

defeat in the state assembly on June 17th by a Voters of Camden favored a municipal light- 
vote of 23 to 26. The principal objection to ing plant at a referendum election, but the 
the proposal in the house was that it would proposal lost in the courts. 


¥ 


New York 


To U rge Phone Cut phase of the proceedings by which all operat- 
ing gas and electric utilities in the group are 
uBLIc Service Commissioner Neal Brewster ¢xpected to be merged into Consolidated Edi- 
on June 18th announced that he would son Company of New York. 
recommend to the full commission that it is- 
sue an order for immediate reduction of rates Loses Fare Fight 
charged by the New York Telephone Com- , : 
pany, effective throughout the state. His an- HE Long Island Railroad sustained a dual 
nouncement came as he closed hearings in a setback June 18th in its fight to charge a 
rate proceeding which had been pending be- 3-cent a mile maximum rate on its intrastate 
fore the commission for about two years. He passenger business as contrasted to the 2-cent 
said another two years would be needed to rate prescribed by the Interstate Commerce 
dispose of other aspects of the case, but he Commission. . , . 
felt justified, on the basis of testimony al- The New York Public Service Commission 
ready taken, in recommending an immediate ordered the road to cease, on or before July 
rate reduction. Ist, from charging any higher one-way fare 
The New York Telephone Company ex- for the intrastate transportation of passengers 
plained that it would do everything in its than it concurrently charges for corresponding 
power to expedite proceedings to settle the interstate transportation of passengers between 
rate issue, but disputed the right of the com- the same points and for the same distance 
mission to issue any order reducing the com- outside of New York city. This was said to 
pany’s revenues before proof on all factors be tantamount to ordering the Long Island 
involved in fixing rates had been submitted to conform to the ICC maximum on all its 
and considered. It was indicated that there Tegular passenger one-way fares outside of 
might be recourse to the courts to stay any the city, which come under the commission's 
rate reducing order the public service com- jurisdiction. 
mission might issue reducing rates at this Immediately before the announcement of the 
time. commission’s order, the supreme court appel- 
late division in Brooklyn affirmed the order 
ee of Supreme Court Justice Furman, enjoining 
Asks Permission to Merge the Long Island from charging more than 2 
cents a mile within New York city’s corporate 
Fag mages tn have been filed with the pub- limits. The transit commission obtained the 
lic service commission for permission to order from Justice Furman on June 10th but 
merge the Yonkers Electric Light and Power the Long Island appealed and obtained an or- 
Company and the Brush Electric Illuminating der staying execution of Justice Furman’s rul- 
Company, of New York, into the New York ing. The appellate division also vacated the 
Edison Company, Inc., which owns 100 per _ stay order. 
cent of their stock. Similar application was The public service commission contended 
filed for permission to merge the Central that the maintenance of a 3-cent basic fare for 
Union Gas Company into the New Amster- intrastate passengers and a 2-cent fare for 
dam Gas Company, which owns 100 per cent interstate passengers was discriminatory both 
of the stock of Central Union. These com- against the Long Island’s intrastate passengers 
panies are all units in the Consolidated Edison and against connecting carriers operating be- 
system. The applications were a preliminary tween points in the state via intrastate routes. 


¥ 


North Dakota 


July reading of meters, was announced June 
Water Rate Cut llth by Myron Atkinson, city auditor.  Re- 


A* approximate 14 per cent reduction in  ductions of from 1 to 4 cents on every 100 
Bismarck’s water rates, effective with the cubic feet of water were approved by the 
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CITIES SERVICE 


N 38 states and Canada the Cities Service emblem is the 
motorist’s guarantee of quality petroleum products...because 
behind this emblem stands a completely integrated unit in the 
oil industry enjoying the benefit of 73 years of practical petro- 
leum experience. Through ownership or control of oil wells, 
pipe-lines, refineries, transportation, research, and marketing 
facilities, Cities Service is able to produce the finest petroleum 
products that can be made...and is able to protect these prod- 
ucts from oil well to customer. 
In the industrial oils field, too, Cities Service long has ex- 
celled in quality of products and service to customers. 


as 
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board of city commissioners at their regular 
meeting and will apply to all water used after 
July 1st. 

The 35-cent rate on the first 400 cubic feet 
of water with the $1 minimum charge remains 
in effect, but all other rates have been scaled 


down in line with the commission's policy of 
giving the consumer every reduction possible 
with the increased use of the water supply, jt 
was stated. A reduction in the lawn water 
rate from 10 to 9 cents per hundred cubic feet 
was also approved. 


Ohio 


Charged with Attempted 
Monopoly 


Sige Littman, counsel for the city of 
Akron, asserted last month in final argu- 
ments on a rate controversy before the state 
utilities commission that the East Ohio Gas 
Company paid exorbitant prices for leases in 
an attempt to obtain a monopoly of gas pro- 
ducing fields. These excessive expenditures, 
he contended, should not be included in the 
company’s valuation of its property for rate- 
making purposes. 

The East Ohio Gas Company was fighting 
a city ordinance which would fix the Akron 
gas rate at an average of 50 cents per thou- 
sand cubic feet, in comparison with the 64 
cents it has been collecting. 


Power Turned On 


Phy flowed through lines last month 
of the country’s first electrical codpera- 
tive system set up under the Rural Electrifi- 
cation Administration. Electricity was turned 
into the first unit of the pioneer line June 15th. 
It went to 190 farm homes in Miami county. 
It was estimated that at the end of that week 
electric lights would illuminate the homes of 
all 385 members of the codperative in Miami 
and Shelby counties, marking completion of a 
$500,000 project. Power is furnished by the 
Piqua municipal plant. 


Oppose Waterway Construction 


HE Brotherhood of Locomotive Engi- 

neers, in its triennial convention meeting 
at Cleveland, Ohio, last month, unanimously 
approved a resolution opposing the construc- 
tion of the St. Lawrence waterway. Opposi- 
tion was based on “taxing of the people of the 
two nations to build rights of way for domes- 
tic and foreign vessels under the impression 
that thereby the public will secure lower 
transportation rates.” The waterway, it was 
said, would not only ultimately result in the 
destruction of the present efficient all-year- 
round transportation systems but also be dis- 
astrous to railroad labor.” The Brotherhood 
took the position that there was no necessity 
for the waterway, maintaining the railways 
were giving abundant service in both coun- 
tries. 


Push Purchase Plans 


| gp of efforts to purchase the water- 
works plant at Washington Court House 
from the Ohio Water Service Company was 
launched by the city council last month, which 
has arranged with a firm of Chicago invest- 
ment bankers to take mortgage revenue bonds 
in an amount sufficient to purchase the plant. 
The bankers were to send engineers to ap- 
praise the property. 


Oklahoma 


Seeks Higher Tax 


OVERNOR Marland last month contended 
the regular gross production tax on nat- 


ural gas, now 5 per cent, the same as on crude 
petroleum, was not high enough and discussed 
with the state tax commission a proposal to 
ask the next legislature to raise the tax rate. 


Oregon 


$2,200 a year was approved by the state board 
of control in the city of Salem early last 
month, it is reported. The action was taken 
on advice of the state utilities commssion- 
er of Oregon. 


Approves Proposal 


HE offer of the Portland General Electric 
Company so to revamp its electric service 
as to save the state government approximately 
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x Cooking Speed that matches 
et Cooking ECONOMY 


REAL SPEED! The 
qlowing coils of the 
“AIRSPEED” unit cook 
as fast as food will 
cook. Patented, exclu- 
sive air insulated de- 
sign increases efficiency. 
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Star Brass 


Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
“Non-Corrosive” Pressure and Vac- 
uum Gages— Safety and Relief 
Valves—Globe, Angle and Gate 








DAVEY LINE CLEARING SERVICE 


Fighting Sleet Storms in July 


ap- THAT’S WHAT WE’RE DOING. Why? Well, you know 
that a lot of the agony of the sleet storms of next winter 
will come from trees that overhang your lines or break 
over into them. You can wait for the trees to put your 

t of commission, or you can correct the tree 


y line clearing service anticipates sleet storms. 
what can be done to prevent the terrific expense 
ts when ice-laden trees go popping through 


ude our lines. It costs much less to prevent damage than to 
sed t Valves—Water Gages—Gage Cocks 
“ ° 
te can save some money and avoid some costly Whistles 
: terruptions by getting ready now for winter’s New York 
s merely smart management. 
Pittsburgh 
1 growing list of shrewd-buying utilities is using 
clearing service. You should check into that. Chicago 
st be some pretty good reasons for it. 
San Francisco 
Buffalo 
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South Carolina 


Talk to Music Radio programs, transmitted to a our 4 
homes in Greenville county by private lines ( 

Ts state public service commission was loudspeakers in each, are transmitted in 

firmly convinced last month that there way to a telegraph line, which runs to 
was nothing it could do about the Greenville wood, and then make another hop to 
county community radio system which was telephone circuits. 
said to be making telephone subscribers talk The community loud-speaker ‘hook- -up, 
to music. B. H. Barre, chief engineer for the Barre said, is purely an intrastate affair which’ 
commission, said there was apparently nothing probably precludes the possibility of the Fede 
that the commission could do to eliminate the eral Communications Commission, which rege 
radio programs from the telephone lines, since ulates radio, affording any relief to the te 
it is purely a radio matter. phone subscribers. 


¥ 


Tennessee 


Given Rate Cuts The company operates in Jackson, Hum 
boldt, Brownsville, and surrounding s j 
HE state railroad and public utilities com- and the new rates became effective on all me-~ 
mission on June 20th ordered rate reduc- ter readings after July 10th. The schedule — 
tions averaging 16 per cent for consumers of provided for 44 cents for the first 56 kilowatt 7 
the Kentucky-Tennessee Light and Power hours; 3 cents for the next 144 kilowatt hours, 5 
Company in Ridgely, Tiptonville, and Dover. and 1} cents for all additional current. 
It was estimated that the annual saving would 
amount to $4,500. The changes apply to resi- 
dential and commercial rates. Issues Annual Report 
The new rates, effective on meter readings ; 
after July 1st, conform to schedules already as its annual report to stockholders issued” 
in use on the company’s other west Tennessee last month, the Tennessee Public Service” 
properties, it was said. Company sounded a new warning as to the” 
consequences to yen building a com” 
peting municipal power distribution system, 
Orders Rate Cut Reviewing its year and a half court battle to 
HE state railroad and public utilities com- prevent the city from building such a sy. 4 
mission on June 17th ordered the West the report said a competing publicly o 
Tennessee Power and Light Company to put electric system might possibly provide service” 
into effect residential and commercial rate re- for a limited period at rates somewhat lower) 
ductions averaging 16 per cent. than those charged by the company, but this 
Malcolm Williams, engineer for the com- temporary advantage to the residents of Knox- 
mission, estimated the savings to consumers at _ ville would almost inevitably be greatly offset” 
$65,000 a year, and said the new rate schedule by the additional tax burden. 
would permit the lowest average residential According to the report, the Tennessee Pub- 
bill of any privately owned company in Ten- lic Service Company in 1935 showed a 5 per 
nessee. cent decrease in net revenues under 1934. ; 


¥ 


Texas 


with wiring around the meter at his residence” 
To Suppress Meter Jumpers or place of business will suffer immediate cate 


wr rules, designed to help the Dallas cellation of service. These meter jumpers 
Power and Light Company beat meter have given the company considerable trouble | 
jumpers at their own game and control spe- in the past, Mr. Leopold said. 

cial installations for various types of service Industrial users who ‘wish meters on pieces 
that have come into use in recent years, were of equipment and units of plants so that 
approved by Dallas councilmen Jurie 19th efficiency can be checked closely will be com- 
on recommendation of Utilities Supervisor pelled to pay for this service at a price com- 
Joseph F. Leopold. mensurate with the investment of the utility 

Under the new rules any customer caught company. 
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Washington 


Discuss Trolley Funds 


Iscussions of the refinancing and re- 

habilitation program for the Seattle mu- 
nicipal railway were held privately last month 
between City Lighting Superintendent J. C. 
Ross, Guy C. Myers, New York bond expert, 
and city officials. It was declared that no 
definite understanding was reached, but that 
Mr. Myers would return east to assist in 
_ hegotiations for Federal aid and also to obtain 


a definite proposal from investment bankers 
who were declared willing to advance enough 
money on railway bonds to solve the railway 
problem. 

Approximately $8,000,000 is sought to set. 
tle the railway purchase contract with the 
Puget Sound Power and Light Company on q 
compromise basis, pay off about $1,500,000 in 
outstanding railway warrants, and allow about 
$1,500,000 to recondition the transportation 
system. 


West Virginia 


Rules on Consumer Complaints 


HE state public service commission on 
_ June 10th entered an order to adjust com- 
plaints of citizens of Sophia, Raleigh county, 


against practices of the municipal waterworks, 

The commission ordered a new or recondi- 
tioned meter for one of the complainants and 
ruled out charges for reconnections after dis- 
continuance of service. 


Wisconsin 


REA and Utility Divide 
Territory 


HE Rural Electrification Administration 

last month announced signing of a loan 

contract in Washington county, Wis., which 

was reported to be the result of an agreement 

with the Wisconsin Gas and Electric Company 
to divide up a rural consumption area. 

The REA announced that the town of Hart- 


ford, Wis., will receive a loan of $31,000 to 
build 294 miles of line for ninety-three cus- 
tomers. The utility will build about 50 miles 
of line with its own funds. 

The town of Hartford had originally asked 
for a loan of $75,000 for construction of about 
75 miles of line. 

The agreement was made at a round table 
discussion between the municipality and the 
utility after the utility had expressed a desire 
to cover the same territory. 


Wyoming 


Phone Rates Revised 


HE state public service commission on 

June 17th issued an order revising tele- 
phone rates in Wyoming on a statewide basis 
and classifying forty cities and towns on a 
basis of five groups. 

On the basis of the order, ratifying the pro- 
visions of a preliminary order of April 20th, 
rates were increased at eight points and de- 
creased at thirty-two, which, the commission 
stated, would result in an annual saving to 
residents of the state of $25,000 a year. The 


order provided that protests made by 
Cheyenne, Laramie, Cody, and Upton, where 
rates will be increased, and the protest of the 
Mountain States Telephone and Telegraph 
Company that the new rate structure will not 
permit a fair return on its investment were 
overruled and disallowed. 

The new rates were to be put into effect at 
different dates to accommodate the utility m 
its billing and accounting and will continue m 
effect for six months and thereafter until oth- 
erwise changed by order of the utilities com- 
mission. 
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KNOWING HOW 


iRE— 
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ABLE — 


PARKWAY CABLE—MAGNET W 
RUBBER POWER CABLE—LEAD CO 
CABLE—VARNISHED CAMBRIC 
WEATHERPROOF WIRE a, ee. 
All types of Building Wire and all kinds of 
Special Cables to meet A.S.T.M., A.R.A, 
1.P.C.E.A., and all Railroad, Government 
and Utility Companies’ specifications. 


SIGNAL CABLE—CONTROL Roe 
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Bring HIGH Water 
Gages Y 
DOWN 


| where you 
can see them... with the 


Reliance PERISCOPE 


BOILER ~. SAF 


@ No more uncertain reading of lofty water 
gages . . . no climbing to see water levels. 

With a Reliance PERISCOPE you look 
at a clear reflection of the gage at eye 
height, in the mirror mounted on the floor 


stand. 





The metal hood 
on the gage has a 
high grade mirror 
mounted in the in- 
clined front, which 
transmits the im- 
age to the floor 
stand mirror below. 
Special and effi- 
cient illumination 


lo 
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O 
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> 
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al 
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is provided. Fits 


tubular glass, pris- 
matic, flat glass or 
Micasight gages. 
The Reliance 
PERISCOPE is 
permanent, trouble- 
free, easily cleaned 





—and moderate in 
cost. Write for 
descriptive folder. |[& 














The Trend 
to Dictaphone 
Sweeps On 


To your secretary, it means al] 
that note-taking time is released 
for valuable work. To you, it 
means instant dictation facilj- 
ties always available, without 
dependence on anybody else, 
That’s why we say this modern 
dictating instrument doubles 
your ability to get things done. 


DICTAPHONE 


Sales Corporation 
420 Lexington Avenue 
New York City 








PIPE 
STOPPERS 


¢ 
va 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 


s Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 


The Reliance Gauge Column Co. Pumps 
5930 Carnegie Avenue bonne 
Cleveland, Ohio 


Tape—Soap & Binding 
@ Catalogue mailed on request. 
Reliance SAFETY GAS MAIN STOPPER CO 
523 Atlantic Avenue 


WATER COLUMN HEADQUARTERS Brooklyn, New York 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


SAFETY *) 


\ 
Sa 


BOILER 








BY-PRODUCTS 


AVE you noticed how often the by- 

products of an industry become major 
producers of income—some of them exceed- 
ing in volume and profit the parent products 
from which they have sprung? 


Have you likewise considered the by-prod- 
ucts you create from the simple process of 
increasing the percentage of your purchases 
from certain manufacturers? 


When you place your business with a manu- 
facturer who has built up—over a long 
period of years—the personnel, the will, and 
the facilities to do research and develop- 
ment work, you obtain the most profitable 


of by-products, namely, progress in the 
generation, transmission, and distribution 
of electric power. This progress, in turn, 
enables you to make steady improvement in 
electrical service and to lower its cost. Like- 
wise, when you buy from the manufacturer 
who has led all others in load building, you 
enhance his ability to extend the use of 
electricity, and so increase your revenue. 


Thus, for every dollar you invest in G-E 
equipment, you receive a full dollar in equip- 
ment value — plus valuable by-products of 
research, engineering, and load building 
that make your purchases of G-E apparatus 
the most profitable investment for your 
equipment dollar. 
96-284B 


GENERAL @ ELECTRIC 
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Consult 


YOUR 


ARCo 


Library 






i ollalicialelares 
Paints 


»Aert Engineering 
ind Purchasing Depart- 
nents are invited to 


lend for this essential 






ibrary of Maintenance 
: ...including (1) Up- 
0-The-Minute Releases 
“rom the ARCO Research 
aboratories; 2) Cum- 
lative development, 
n ready reference form, 
f 57 years’ experience 
h formulating mainten- 
nce paints for Public 
Itilities. Address: De- 
artment F, THE ARCO 
OMPANY...CLEVELAND 
r LOS ANGELES 





MAINTENANCE {| 
PAINTS / 
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Specify Kisco Correct Ventilation For Results 


And Complete Satisfaction 
IT IS NECESSARY 12 MONTHS OUT OF EVERY YEAR 


The Kisco “‘Deflecto” Air 
Recirculator Has No Equal 


For the home, office, hotel, 
and wherever cooling comfort 
is desired. 


It takes the cool air from 
the floor and recirculates it 
gently and effectively. 

Also with indirect 
lighting feature. 





The Kisco Line Includes 

Belt-Drive Exhausters— 

Two Speed Exhausters 
ALSO 


Special Assemblies For 
the Home 


Write for Bulletin 
V.U. 7A. 








The Kisco MASTER Belt-Drive 
Air Mover and Cooler 

This rugged, high quality, and effective A 
Master Air Mover and Cooler was designed The Kisco Wall 
and built for applications where both Style 
and Quiet Performance are demanded. Bracket Air 
The Kisco MASTER should not be con- Mover and 
fused with low priced, noisy, inefficient, 

direct motor driven fans. ‘It is in a class / Cooler 

by itself and has NO equal. 


A FEW ADVANTAGES 


Being portable, it can be moved about to 
meet conditions. It has proved especially 
applicable in hotels, dining rooms, halls, 
churches, funeral homes. 


When Quiet operation is essential and a 
large volume of air is to be handled over 
aowide area— 

Specify the Kisco 

aster Belt-Drive 
Air Mover and 
Cooler 





This assembly will solve 
problems where the ceiling or 
base models cannot be used. 


A size is built to meet eve: 
demand. gd 


The Kisco Adjustable 
Bracket simplifies the installa- 
tion. Investigate. 


KISCO BOILER & ENGINEERING CO. 


4333-35 DUNCAN AVE. ' $T. LOUIS, MO. 
VENTILATING DIVISION 
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THE r 
\VVABI-IYPER 


COMPOSING 
MACHINE 


USING CARBON PAPE 
RIBBON 300 FEET LONG 


Every Executive who is interested in greater PROFITS for his Compan 
should investigate the photo offset Masters done by Vari-Typer using th 
new carbon paper ribbon mechanism. 


— Write for Specimens —- 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE a» NEW YORK, N. Y. 








CONSIDER THIS LOAD BUILDING OPPORTUNIT 


You will be interested in this proven Silvray “Mult 

plex” Processing plan to substantially increase th 

commercial load and, at the same time, build publi 

confidence and goodwill through the better discharg 

of a public service. It is logical and it is sound—{o 

better street lighting inevitably promotes business i 

the communities you serve (people shop more on we 

lighted streets). . . increases per capita wealth ani 

buying power .. . encourages better lighted store 

Silvray “Multiplex” processing ap- and store windows. The Utility profits doubly—ta 

Panes scntree sad dinecs the ight Sibly, by the increased commercial load and enlarge 

rays toward the street surface with- © appliance market; intangibly, by better public feelin 

out the use of other light-directing Bg 4 a 

Se See Sera Yet the annual additional cost of the Silvray “Mult 

tine illnminten fom'30 230 +«Plex” Processing plan is but about 10 per cent of th 

per cent, The reflecting medium is annual street lighting revenue! 

electrolytically deposited and her- . 

— Late Some = Write for details . . . or have one of our Enginea 
“annot be dimmed by aim, talk to you about a survey or recommendations. 


h ot be , ; —. 
nom will pay you . . . and there is no obligation. 


AMERICAN STREET ILLUMINATING COMPAN 


“Backed by 58 Years’ Street Lighting Experience” 
261 NORTH BROAD STREET PHIL ADELPHIA, ?: 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) — 





IMPOR IANCE OF A MERCUR 


oS) 


ANH) 














MERCOID SENSATHERM 


@ The thermostat that is widely known for its sensitivity. The unique 
construction of the mercury switch (illustrated on top of page) in 
the Sensatherm, makes it possible to maintain an,even room 
temperature without the assistance of any artificial acceleration. 


@ Extensively used with all types of automatic heating equipment. This 
instrument is beautiful in appearance and perfect in performance. 


@ The Mercoid Corporation have been pioneers in the automatic con- 
trol field, and make a complete line of controls for heating, air condi- 
tioning, refrigeration and industrial applications. They are the sole 
manufacturers of The Mercoid Switch. Write for catalog No. 100-PA. 


THE MERCOID CORPORATION + 4201 BELMONT AVENUE + CHICAGO, ILLINOIS 
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Dependable service—long hours 
of it--on and off—off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 
Pictured here, tt 
take it. That's why each year more and more enteed foolp: 


Switch---exclusively 


utilities specify “Ray-O-Vac”. Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT — MADISON, WISCONSIN 
Additional Factories at. Clinton, Massachusetts, Lancaster, Ohio 

















Reserved for a 


MSA Advertiser 














| 
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The 
Skip Hoist 


@ The Skip Hoist needs no introduction, 
as its simplicity of construction and 
economy of installation and upkeep 
have been known to industry for many 
years — our first machine having been 
installed 30 years ago. 
Throughout these years it is but natural 
that we should have acquired a wealth 
of experience in applying skip hoists to 
a great variety of purposes and individ- 
ual conditions, and it is this experience 
that is always at your disposal. 
The design of the various elements of 
the Link-Belt Skip, has been carried to 
the highest point of standardization in 
order to assure reliable operation, and 
Link-Belt engineers adapt these stand- 
ardized units in the best way to meet 
the individual needs of each installation. 
Link-Belt equipment for the power plant 
includes, in addition to Skip Hoists, the 
Peck Overlapping Pivoted Bucket Car- 
rier— Belt Conveyors—Flight Conveyors 
— Gravity Discharge Conveyors — Port- 
able Belt Conveyors — Rotary Railroad 
Car Dumpers—Locomotive and Crawler 
Cranes—Bucket Elevators—Bucket 
Loaders—The Power Hoe (Drag 
Scraper)—Weigh Larries — Crushers— 
Feeders—Water Intake Screens— 
Suspension Bunkers and Accessories. 
Address Link-Belt Company, Chicago, 
Philadelphia, Indianapolis, Atlanta, San 
Francisco, Toronto, or any of our offices, 


— a located in principal cities. 


LINK-BELT 


OAL AND ASHES HANDLING EQUIPMENT 
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sion-defying zi 


Now—at no extra cost 
CHAIN LINK FENCE THAT CAN 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘ fences 


°° HETHANIIED WIRE 
ANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLANI 
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PERMAFLECTOR LUSTROLIER 


No. 5100 





ystrolier No. 5100 is designed particularly for the lighting of department stores, 
specially the main floor where the majority of customers are received and receive 
heir first impression of a wide variety of merchandise. 


The Northtown store of Wieboldt Stores, Inc., . 
3FFORE Chicago, showing the lighting from the old style Every live up-to-date mer- 


ttirabaetsctieate eta chant recognizes that good 

lighting is his most effective 
salesman. It is a well known 
axiom that ‘Merchandise well 
displayed is half sold.” With 
this thought in mind, thousands 
of merchants all over the coun- 
try are modernizing their stores 
and good illumination should 
be their first step in this proc- 
ess. 

Permaflector Lustrolier No. Note the absence of glare and sharp shadows, but in 

5100 is the sneuia to the their place soft evenly diffused illumination 

odern merchant's illumina- 

ion problem. Predominantly 

n indirect lighting fixture, it 

so has a low direct lighting 

omponent transmitted through 

large stippled heat resisting 

lass roundel in the bottom 

ember. 


quipped for use with 750, 
000, or 1500 watt lamp, 
ustrolier No. 5100 offers’the public utility a lighting fixture which not only gets 
business, but builds up the lighting load. Recommend Lustrolier No. 5100 for 


@ modernization of department stores. 
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VULCAN SOOT BLOWER CORPORATION 
[Du Bois © Pennsylvania 


“STEAM 
CONDENSERS” * 


Condensing equipment designed 

and built by C. H. Wheeler can be ae a 
depended upon to operate efficiently 

even after years of service. a 


If you have a condensing problem MSA. Advertiser 
bring it to 


C. H. WHEELER MFG. CO. 
19th St. Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELPHIA 


COCECAUECOOU READ EREAGGCR REECE GEEAR EA GGEEGEEER AREA GEAR ETE 
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ELECTRIC TEA KETTLE 


Washing 
dishes 


Preparing 
coffee 
Tal 


For morning 
shave 


i / 


..+ most useful appliance’ 
an excellent load-builder 


Every home needs hot water several times daily in 
kitchen, bath, or nursery. With the Speedmaster, boiling 
hot water is as close as the nearest electrical outlet. 


Speedy—Economical—Indispensable 


In less than six minutes, it prepares two pints of boil- 
ing hot water. Especially indispensable to the housewife 
and vacationer who needs small quantities of hot water on 
hot summer days. 

With the heating element inside the kettle, it heats 
more economically than the open range unit. _ It whistles 
when the water boils—a reminder to shut off the current. 


For complete information, write for 
bulletins and sales helps! 





The 1150 watt 
unitiseasilyre- 
moved. Three 
screws hold the 
heating unit, 
cover and han- 
dle securely in 
position. 


y 


When filling or 
pouring, a con- 
venient cool 
trigger on han- 
dle lifts cap on 
spout. 


West Bend Aluminum Company 


Dept. 66 
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A constantly improving organi- 
zation, HOOSIER. today is in 
better position than ever to erect 
any transmission line in any lo- 
cality, at the lowest possible cost 


consistent with best construction 


(s 


LNT (©): FO) LTA MISS ONES 


eorerth gy 46 South Fifth Street, 136 Liberty Stee 
Ltd., Montreal Columbus, Ohio New York City 
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SEND FOR 
THIS FREE 
BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 


Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 


Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 


More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 


In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 


ONE 
OF 
71 


CUSTOM MADE 
PRODUCTS 


ELASTIKOTE 
Reinforced with 
Bakelite 


The all-purpose ex- 
terior paint. Suit- 
able for wood, met- 
al, brick, concrete. 
Resists smoke, soot, 
acid fumes. Avail- 
able in many types 
and colors. The 
most durable of ex- 
terior paints. Send 
for booklet and color 
card. 











he Tropical Paint & Oil Company 


100-1300 W. 7Oth Street 
aa = 


" —- 


¥ : 
“aut 


Cleveland, Ohio 
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GARRISO 


The Modern DRY Method of 4 
FIRE Extinguishment : 





BULLETIN NO. 3—for the information of PUBLIC UTILITY EXECUTI 








HOW GARRISON COMPOUND OPERATES” 


GARRISON COMPOUND—described by a 
Utility Committee as “the safest and quickest 
method of getting oil fires involving electric 
equipment under control”—is a laboratory- 
produced DRY compound of 4 selected U.S.P. 
chemical compounds, the base of which is a 
mineral carbonate of definite granulation and 
shape. 


The moment GARRISON COMPOUND 

reaches the heated area, it is broken down— 

instantly—and releases a large volume of inert 

gas (which will not support combustion). 

None of this gas is lost between the nozzle 

of the appliance and the seat of combustion 

—inert gas is not made in the appliance— 

it is made at the seat of combustion. This 

inert gas (being heavier than air) immediately 

dilutes the oxygen content of the air in the : 
vicinity of the fire, thus SMOTHERING the Photomicrograph of Garrison Dry Com- 


flames and cooling the surrounding area. POUND magnified 100X Linear. The mi- 
nute particles of the Compound are 


GARRISON COMPOUND will not freeze, instantaneously broken down upon being 
evaporate or deteriorate. It will give the subjected to heat, fire or flame. 
same certain efficiency under all temperatures. 

The hotter the fire the more effective it is. And it extinguishes without any wet, muss, 
or damage of any kind to equipment, property, or operators. 


Send for “GARRISON—The Modern DRY Method of Fire Extinguishment,” our 
36-page brochure which goes into detail and gives examples. 


Sole Exclusive Manufacturing and Sales Licensee under all Du Gas Company 

patents—U. S. Patents 1,793,420, 1,839,658, 1,866,981, and others issued, and 

patents applied for—and foreign patents both issued and pending—as well as 
under Garrison “patent applications pending.” 





GARRISON’ GARRISON ENGINEERING CORPORATION 


Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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~~ sade equipped with 
nationally-known tubes 


—just as IT’S EASIER TO SELL 
THE RANGE EQUIPPED WITH 
NATIONALLY-ADVERTISED, 
LS y-Wa te). 7-18 ® £74, led. 1, 
ROBERTSIHAW 


OVEN-HEAT-CONTROL 
, Known to Women 


a 
ft | ~ ~ i 
is | 













‘ v 
. t ) 40 
AD a d 7 


440 P 
——- 
a # 


nka famous name with a famous name, and sales for the prod- 3 14 
are made easier, quicker, smoother. 2 RO BERTSHAW fo 
Robertshaw speeds the sales of modern gas ranges because its 
n-heat-control is known to every woman. 

Once a woman hears that the range is Robertshaw-equipped, she 


ows she is buying a combination of the best in modern cookery. She 
ows that her range selection is a wise one. The name Robertshaw 

help you to sell ranges because it is a nationally-known name. 
UERTSHAW THERMOSTAT COMPANY, YOUNGWOOD, PENNA. 


SeW the ra gee LOCA withe 


g 


ROBERTSHAW OVEN-HEAT-CONTROL 
MORE THAN 2,500,000 IN USE 
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irra 
SANGAM 


Manufacturers of ... 





Alternating Current Watthour Meters, 
Direct Current Watthour Meters, 





Ampere Hour Meters, Instrument Trans. 
formers, Demand Meters, A.C. Syn- 
chronous Motor Time-switch, A.C. and 
D.C. Electrically Wound Time-switches, 


TYPE HFA . ° 
Single Phase Watthour Meter Radio Condensers, Sign Flashers, 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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Cleaning Twin Strainers does not 
interrupt their service. One side is 
working, the other side is cut out 
and available for cleaning. A few 
turns of the hand-wheels direct the 
flow from one chamber to the other. 
Cleaning is easy, and quick. Twin 
Strainers may be installed in the pipe 
line, wherever convenient and acces- 
sible. Types for all services. Sizes 2’ 
to 42”. Elliott single strainers are 
used in lines permitting shutdowns 
for cleaning. 
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provide clear water for 
STRAINERS Hudson Ave 


i 


? 


a aaa _ 
/ : 
\ ye 
: ; ' 
ia) e ,——— 
ae . r e 
cas ct 


ELLIOT 


Ir 


| 


IN THIS FAMOUS PLANT, as in hundreds 


of others, large and small, Twin Strainers are 
giving absolutely non-stop service, providing com- 
plete protection. 

When a Twin Strainer basket becomes fouled, 
a few turns of a hand-wheel diverts the flow 
through the alternate basket. Then, when ton- 
venient, a few minutes suffice to remove the 
cover, lift out the fouled basket, dump it and re- 
place. Meanwhile the alternate basket is in service 
and there is no interruption to the flow. 

Twin Strainers can be installed anywhere in the 
line, in almost any position. They are invaluable 
for water, oil (lubricating or fuel) or — liquid 
sufficiently fluid to pass the basket mesh. They 
are made in several types and in all sizes; large 
ones may be motor-operated. 

We also make Single Strainers, for use where constant flow 
is not essential. Write for the bulletin covering the easy solu- 
tion to all kinds of straining problems. Ask for Bulletin A-6. 


COMPANY 


PITTSBURGH, PA. 













a 











Accessories Department: JEANNETTE, PA. 
District Offices in Principal Cities 
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is the 
*Buy-Word” 


among mo/dern Municipalities 


EXPERIENCE . . . the experience of the recent 

past years of hand-to-mouth buying . . . has taught 

Water Works men the folly of buying water meters on 

a price basis. Their books are strewn with obsolete and 

deteriorated meters . . . old meters for which repair parts are 

unavailable . . . meters suddenly antiquated by some new, im- 

proved type ... in short, Water Meters that lacked that supreme 

essential... QUALITY. ‘Times have changed. In every field of industry men are 
once more buying on a quality basis, looking ahead to the value of their investment. 
In the Water Works field men are buying Trident and Lambert Water Meters. 


at this meter 


until . . . Not long ago we 


Look closely 


Nearly 40 years ago—in 


1899, to be exact—it left 
our plant and was installed 
—a new water meter, em- 
bodying then all that was 
new in design and construc- 
tion. For over a generation 
it served steadily and ac- 
curately. It became an “old” 
meter—outwardly at least 


took this “old” meter, and 
into the 1899 casing slipped 
new modern parts. They 
fitted perfectly. We've cut 
away the old casing to show 
you the parts in place. The 
old meter became “new”— 
in short, interchangeability 
wiped out deterioration. 








and LAMBERT Water Meters 
OVER 6 Million MADE AND SOLD 
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No. 5 of a series of messages to Public Utility executives pointing out oppor- 
tunities for load-building by promoting the use of electric arc welding. 


Now you can tell the 


OOL and DIE MAKERS 


how to cut costs with K. W. H.* 


Free 
Instruction 


jor Power 


Galesmen 
* 


In several cities, the local 
Lincoln engineers are con- 
tributing their services -to 
the instruction of power 
salesmen, periodically, in 
the various phases of are 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of are welding so that 
they can discuss it intelli- 
gently with prospects. Are 
you interested in securing 
this service? Just get in 
touch with our main office 
in Cleveland, Ohio. 


Tools and dies can be built from mild rolled steel, 
hard-faced by “Toolweld” electrode and sold at a far 
greater profit than ever before. Or, worn pieces, 
built of high-speed steel can be salvaged by resur- 
facing their edges with “Toolweld” deposit. 


Explain these savings to the shops and departments 
that produce tools, dies and cutting edges. You'll 
find yourself sowing the seed for an electrical load 
that will grow and grow. Just help get them started 
and you'll see the discs of their electric meters ac- 
celerate without any further attention or effort on 
your part! 


Lincoln can help you build revenue in half a hun- 
dred places like this! We are at your service with- 
out obligation. THE LINCOLN ELECTRIC COM- 
PANY, Dept. YY-273, Cleveland, Ohio. Largest 
Manufacturers of Arc Welding Equipment in the 
World. 


NICOLN 


Every arc welding machine you put to work adds a high 
power-factor motor load to your line. 1.75 K.W.H. for 


every pound of electrode metal used! 
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20° below zero or y P 
100° in the shade ‘tp 
Barco Hammers 2 

take their work in 

stride — their 4 
power is not 
retarded by “ij 
weather or re 


altitude. Aj 


The Barco Gaso- 
line Hammer is 
complete in itself. 


BARCO 


Portable, Powerful 


GASOLINE 
HAMMER 


Barco Hammers are compact —no 
heavy expensive auxiliary equipment 
to block traffic. 


@ Barco Portable Gasoline Ha 
mers are “right” for public utilt 
maintenance work. No demolitic 
job is too tough... . breaking.. 
digging . . .. driving test rods... 
cutting asphalt... . drilling 10 
.... tamping back-fill. 
Compact and self-powered, 

Barco can be used wherever t 
operator has “elbow room” a 
will save you money in dozens¢ 
ways—write for complete detail 
ask for catalog. 


BARCO MANUFACTURING (¢ 


1803 W. Winnemac Ave. 
Chicago, Illinois 
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Here’s a Bill Printing Machine that can be 
used with ANY Addressing Machine 


Instead of continually paying money for pre-printed bills, convert your present address- 
ing system into a combination printing and addressing system. You can readily 


do it with the 
Elliott Bill Printing Machine 


This machine will pull blank paper, from rolls, under the addressing head of your 
present addressing machine to receive the addresses. It will then continue f 

this paper through the printer (shown above at the right), where it is printed on the 
front and back, scored, dated and chopped off. 

With the Elliott Bill Printing Machine you not only save on printing bills, but you 
speed up your addressing operation, as it is really an automatic feed through the 
addressing machine instead of a hand feed. 

Here is something new, designed to bring the advantages of bill printing to those 
who do not desire to make extensive changes in their addressing system. The Elliott 
Bill Printing Machine can be used in conjunctoin with any model of any addressing 
machine now used for Utilities’ billing and with any kind of an addressing medium. 


Write NOW for details of this time and money saving combination. State 
what addressing machine you are now using, size of list, etc. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
Manufacturers of Hand and Electric Addressing Machines for Every Need and Purpose 
INCORPORATED 1900 -- RATED AAAI 


176 ALBANY STREET, CAMBRIDGE, MASS. 
SALES AND SERVICE OFFICES IN ALL PRINCIPAL CITIES 
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Above: International wheel-ty 
industrial tractor. The Intem 


& - : . A 
tional line of industrial pow 
(gasoline and _ Diesel) includ 
TracTracTors, wheel-type tractoq 


stationary power units from 12 h, 





Industrial Power 
to Handle the Tough Jobs 


INTERNATIONAL HARVESTER’S 
long experience as a manufacturer of trac- 
tors and power units is the most reliable 
guide to follow when you need industrial 
power. 


To get the real lowdown on Interna- 
tional Industrial Tractors and Power 
Units, trust the men who have put this 
equipment through its paces. Then you 
will have a good idea of what Internation- 
al Power can do on your jobs. No matter 
how tough the work, if it’s in Internation- 


to over 100 h, p., and 1% to 5h. 
engines for light-duty service, 


al’s power range you can expect the utmost 
in results. And, good as International 
performance, is, it becomes all the bette 
when the cost sheets are figured and you 
find out about economy. 


Keep this fact in mind also—no matter 
where your jobs are, International factory; 
standard service is close by to keep thij 
equipment on the job. For detailed infor 
mation, call on the nearby Company-owned 
branch or authorized industrial dealer. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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Locating ironing 
machine prospects 
by telephone 


Owing to the low saturation on this major appliance 
and the rapidly increasing interest on the part of 
housewives in electric ironers, sales employees trained 
in the use of our Automatic Telephone Canvassing 
Manual are locating live prospects for ironing mach- 
ines at a minimum expense of time and money. 


This is only one of the many successful prospect-find- 
ing and sales-building methods taught sales employees 
of Public Utility Companies enrolled for the Hurley 
Sales Foundation (Home Study) course. Enrollment 
entails no cost, other than a few cents for postage, to 
either employer or employee. 


A copy of this effective loose-leaf Automatic Tele- 
phone Canvassing Manual will be sent, free and post- 
paid upon request, to any Public Utility merchandis- 
ing executive. 





E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 
54th Ave. and Cermak Road, Chicago, Iil. 
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Anchor Post Fence Company 
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Babcock & Wilcox Company, The ............ 
Barber Gas Burner Company, The 

Bareo Manufacturing Company .. - 
Black & Veatch, ne Engineers 
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Buffalo Forge Company ... Select 
Burroughs Adding Machine ‘Company | 
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Carter, Earl L., Consulting Engineer 
Chapman Valve Manufacturing inesncccetidl The ... 
Cheney, Edward J., Engineer Sicarren ten 





Chevrolet Motor Company 





Cities Service Company 





Combustion Engineering Company, 
Connelly Iron Sponge & Governor Compa 
Copperweld Steel Company 
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Crescent Insulated Wire & Cable Co 
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Davey Tree Expert Company, The 
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Electric Storage Battery Company, The 
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Ford, Bacon & Davis, Inc., Engineers 
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Frigidaire Corporation 
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Garrison Engineering Corporation 
General Electric Company 
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Goodrich, B. F., Company, The ....... 
Grand Rapids Loose Leaf Binder Company 
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Hammermill Paper Company 
Hays Manufacturing Company 
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Hurley Machine Company 
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International B Mi Corporation i 
International Harvester Company, Inc. 
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Jackson & Moreland, Engineers ............................... 
Jensen, Bowen & Farrell, Engineers > Has 
Johnston & Jennings Company, The 
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COMPLETE COMBUSTION 


UNIT 


TAYLOR STOKERS 
AECO FURNACES 


(Water Cooled) 


AECO ASH HOPPERS 


smicall 
"> : zct 


ND WE CAN PROVE IT! 


_—§MERICAN ENGINEERING COMPANY 
HILADELPHIA e PENNSYLVANIA 
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Lincoln Electric Company, The ........ 
Lindemann, A. J. & Hoverson Compan; 
Link-Belt Company 
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Mercoid Corporation, The 
Monroe Calculating Machine Company, Inc. 


N 
National Carbon Company, Inc. 
National Electric Products Corporation ote 
Neptune Meter Company 





oO 
Owens-Illinois Glass Company 


P 
Pennsylvania Transformer Company 
Pittsburgh Equitable Meter Company 
Pittsburgh Plate Glass Company ... 
Pittsburgh Reflector Company .... 
Power Transmission Council .... 
Pyrene Manufacturing Company 


R 
Ray-O-Vac Company ...... 
Reliance Gauge Column Company, The 
Remington Rand, Inc. 
Republic Steel Corporation 
Richey, Albert S., Engineer 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company .. 
Royal Typewriter Company, Inc. 
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Safety Equipment Service Company, The 


























Safety Gas Main Stopper Company .......... 





Sanderson & Porter, Engineers 





Sangamo Electric Company ......... 
Silex Company, The 








Simplex Valve & Meter Company 

Socony-Vacuum Oil Company, The .. 
Spooner & Merrill, Inc. 
Star Brass Manufacturing Company 
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PROFESSIONAL DIRECTORY 








DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


NEW YORK DALLAS 


Ford, Bacon & Davis, Inc. 


Engineers 
VALUATIONS & REPORTS 


APPRAISALS 
INTANGIBLES 


WASHINGTON 








CHICAGO 





SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








Corporate 


MARK WOLFF 
Public Utility Consultant 
Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Reorganizations 
261 BROADWAY, NEW YORK, N. Y. 
11 SOUTH LA SALLE STREET, CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigati and reports, 
design and supervision of construction 
of Public Utility Properties 





4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate Investigations 
Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY NEW YORK 


ALBERT S. RICHEY 


WORCESTER, MASSACHUSETTS 


PUBLIC UTILITY REPORTS—APPRAISALS 
RATES— OPERATION 








Public Utilities Fortnightly 


is read every other week by the key men 

in the utility industry. Keep your name 

before them by being a regular advertiser 
in our Professional Directory. 


Rates Will Be Sent Upon Request. 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations —Valuations 
20 North Wacker Drive Chicago, Ill. 
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TRANSMISSION TOWERS 













STEEL BUILDINGS 


Thousands of miles of transmission towers... structural 
work necessitating highly specialized fabrication... 
enormous areas of Electroforged open flooring. ..stand- 
ard steel buildings for all uses. ..gas cleaners for natural 
gas lines... steel forms for concrete tunnels, walls, etc., 
... steam purifiers, desuperheaters...clamshell buckets 
. .. and other products of Blaw-Knox manufacture are 
at work for the Public Utilities of America. 

The fact that Blaw-Knox Products are in accord with 


BLAW-KNOX 


2057 FARMERS BANK BUILDING, PITTSBURGH, PA. 










CLAMSHELL BUCKETS 





ie) 


the rigid standards of Public Utility pu 
chasing is proof not only of the merit of 
products themselves but of the house 4 
the products. 


COMPANY 
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PREVENT 
UNFAIR LEGISLATION 


WITH 


Public Relations Servi 
Crvite 
Correct information, properly disseminated at the right 
time and through the right channels, can sometimes change 
unfavorable attitudes to favorable ones . . . prevent unfair, 
hostile legislation . . . avoid costly litigation ... prevent dis- 
agreements with labor, or make them less serious. 


Ketchum, Inc. is fully equipped to perform that kind of 


service for utilities and other business organizations. We would 


be glad to tell you or your board specifically how this service 


can help your company. 


Ketchum, )ut. 


PPPERS BUILDING «+ PITTSBURGH, PA. 











TONG. Ketchum Norman MacLeop GeorGE Ketcuum  Rosert E. Grove 
AND ASSOCIATES 
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Never before has The Babcock & Wilcox Company had such’c wide 
range of equipment suitable for modernizing older power stations that 
aré now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 4 
Since 1929; the Company has developed, or announced as.available; 
new types of boilers, a new water-cooled furnace construction, a puke 
verizer of 50-tons capacity, new types of fuel-burning equipment, and ia 
many improvements made in its other products. a 
The Babcock & Wilcox Company is fully prepared fo help producers 4 
of power to carry out modernization’ programs involving changes, such’ : 
as the installation of modern slag-tap furnaces with water-cooled fioors, 
high-pressure boilers super-imposed_on existing low-pressure oye "4 
or high-pressure high-temperature units. epi 
Babcock &. Wilcox Engineers will be glad to discuss with exec: stives 7; 
and engineers the economic application of these new and imp:oved 


products. : 


ye 


The Babcock & Wilcox Company irate Liberty Street ... i 


.. BABCOCK & WILCC 


* . ee _ 
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